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N JULY 29, 1932, President Hoover 
made the following statement: 

“Some erroneous speculation has taken 
place with regard to conferences which 
have been held during the past two weeks 
in respect to organizing concerted action 
along the front of economic recovery. 
Such conferences have been held by my- 
self, the Secretaries of the Treasury and 
of Commerce, the head of the Reconstruc- 
tion Corporation, Federal Reserve Board 
and other Government officials together 
with representative groups in the country. 
The activities comprise: 

“1, The organization of the new powers 
granted the Reconstruction Finance Cor- 
poration in respect to self-liquidating 
works for which $1,500,000,000 is available 
are being coordinated with other gov- 
ernment agencies. An engineer of stand- 
ing will be delegated by the Army Engi- 
neer Corps as Chairman of the Board of 
outstanding engineers to advise the Cor- 
poration in respect to these works with 
View to the most expeditious action in 
stimulating employment by starting of the 
work and the placing of orders for_mate- 
rial. 

“2. Stimulation of a movement for slum 
clearance and replacement under the Re- 
construction Act is being given immediate 
“examination with view to early expansion 
of employment through such programs of 
modernization. 

“3. In order to effectively make ade- 
quate provision for livestock and feeder 
loans, I have requested Commissioner 
Bestor of the Federal Farm Loan Board, 
which has administration of the Inter- 
mediate Credit Banks, the Secretary of 
Agriculture, who has some special powers 
from Congress, and the Federal Farm 
Board, which has already entered largely 
into this field—to place themselves at the 
disposal of the Reconstruction Corpora- 
tion so as to develop a coordinated pro- 
gram to solve these and other agricul- 
tural questions under the leadership of 
the Corporation. 


Agricultural Financing 


“4. The Reconstruction Corporation is 
devoting particular attention under its new 
powers to the possibilities of financiMg the 
movement of agricultural commodities 
into consumption with view to stimulating 
demands through restoration of ordérly 
marketing. We are discussing the possible 


supplement of such efforts by private 
agencics. 
“5. We have also taken up the subject 


of organized coordination of the wider 
expansion of credit facilities to business 
and industry through business, the banks 
and the Federal reserve banks, particu- 
larly for the purpose of supplying full 
credit for production where consumption 
of goods is assured, and thus materially 
expand employment which has _ been 
hampered by dislocation of the credit 
machinery. 

“6. Preliminary conferences have taken 
Place with some of the railway leaders 
with a view to their developing programs 
for increased repair and maintenance in 
cooperation with the agencies of the Gov- 
ernment, for the purpose of expanding 
railway employment and for expansion in 
orders for railway supplies and equipment, 
which would also be immediately re- 
flected in increased employment in the 
Supply and steel industries. 


Help for Home Owners 


“7. I am proceeding as rapidly as pos- 
sible with the selection of the directors of 
the Home Loan Bank Board and have al- 
ready under discussion methods by coop- 
eration of this institution with the Recon- 
struction Corporation and other agencies 
of the Government to secure the fullest 
effect in assistance to home owners under 
mortgage duress and expansion of heme 
building in localities where there is a pres- 
ent shortage. 

“8. I have under discussion with va- 
rious agencies the question of a move- 
ment to further spread existing employ- 
ment through reduction of work hours. 

“g- Other avenues of cooperation be- 
tween the Government in aid to private 
and public agencies are under preliminary 
consideration. 

“When this program is more fully de- 
veloped I shall confer with the Banking 
and Industrial Committees created in each 
Federal Reserve District and other groups 
in the country that are primairly inter- 
ested with view to establishing united and 
concerted action on a broad front through- 
out the country.” 

On Aug. 14, 1932, the President Falled 
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SUMMARY OF THE CONFERENCE 


By Edward Eyre Hunt, Secretary 


a National Conference of Banking and 
Industrial Committees of the. 12 Federal 
Reserve Districts to meet in the Depart- 
ment of Commerce, Washington, D. C. 
at 10 o'clock, Friday, Aug. 26th, 1932. 
The President announced that the Con- 
ference would deal “with specific projects 
where definite accomplishments in busi- 
ness, agriculture, and employment can be 
attained, and will coordinate the mobiliza- 
tion of private and governmental instru- 
mentalities to that end.” 

The President asked that the chairman 
of the 12 committees representing the Fed- 
eral Reserve Districts, together with cer- 
tain Government officials, meet in Wash- 
ington on the day before the Conference 
for the purpose of preliminary prepara- 
tion of the program and organization of 
the Conference, and the 12 district chair- 
men were asked by telegram to invite in 
the President’s name six or seven addi- 
tional outstanding business men from each 
section “giving full geographic representa- 
tion * * * and representing industry, mer- 
chandisings, and distribution.” 


District Committee Members 


The members of the Federal Reserve 
District Banking and Industrial Commit- 
tees were: 


Boston District.—Carl ¥. Dennett, 
Chairman, Boston; Thomas Nelson Perk- 
ins, Boston; Louis E. Kirstein, Boston; 
Arthur W. Gilbert, Boston; P. A. O’Con- 
nell, Boston; Nathaniel F. Ayer, Boston; 
Frank D. Comerford, Boston; Harry K. 
Noyes, Boston; Philip Stockton, Boston; 
Walter S. Bucklin, Boston; Wilmot R. 
Evans, Boston; George H. Clough, Boston 


New York District—Owen D. Young, 
Chairman, New York; Mortimer N. Buck- 
ner, New York; Floyd L. Carlisle, New 
York; Walter S. Gifford, New York; 
Charles E. Mitchell, New York; William 
C. Potter, New York; Jackson E. Rey- 
nolds, New York; Alfred P. Sloan Jr., 
New York; Walter C. Teagle, New York; 
A .A. Tilney, New York; Albert H. Wig- 
gin, New York; C. M. Woolley, New York. 


Philadelphia District—George H. Hous- 
ton, Chairman, Philadelphia; W. W. Atter- 
bury, Philadelphia; Arthur C. Dor- 
rance, Philadelphia; Irenee du _ Pont, 
Wilmington, Del.; Edward Hopkinson, 
Philadelphia; William A. Law, Philadel- 
phia; Howard A. Loeb, Philadelphia; 
George H. Lorimer, Philadelphia; Behja- 
min Rush, Philadelphia; Burton C. Simon, 
Philadelphia; Herbert J. Tily, Philadel- 
phia; John E. Zimmermann, Philadelphia 


Cleveland District.—L. B. Williams, 
Chairman, Cleveland; H. G. Dalton, 
Cleveland; J. J. Bernet, Cleveland; Harris 
Creech, Cleveland; W. M. Baldwin, Cleve- 
land; H. C. McEldowney, Pittsburgh; A. 
W. Robertson, Pittsburgh; Howard J. 
Heinz, Pittsburgh; E. T. Weir, Pittsburgh; 
William Cooper Procter, Cincinnati; 
George D. Crabbs, Cincinnati; E. W. Ed- 
wards, Cincinnati; T. J. Davis, Cincinnati; 
H. §. Firestone Sr., Akron; George M. 
Verity, Middletown, Ohio. 


Richmond District.—Edwin C. Graham, 
Chairman, Washington, D. C.; C. A. Can- 
non, Kannapolis, N. C.; Robert V. Flem- 
ing, Washington; A. H. 8. Post, 
Baltimore; Charles M. Cohn, Balti- 
more; Robert P. Beaman, Norfolk; J. M. 
Miller Jr., Richmond; J. S. Bryan, Rich- 
mond; C.,.Edwin Michael, Roanoke; H. B. 
Lewis, Charleston, W. Va.; John M. Craw- 
ford, Parkersburg, W. Va.; H. M. Victor, 
Charlotte, N. C.; A. L. M. Wiggins, Harts- 
ville, S. C.; James C. Self, Greenwood, 
Ss. C. 


Atlanta District.— George S. Harris, 
Chairman, Atlanta; Robert F. Mad- 
dox, Atlanta; Thomas R. Preston, 
Chattanooga; Paul M. Davis, Nash- 
ville, Tenn.; R. S. Hecht, New Or- 
leans; Crawford Johnson, Birmingham; 
Ben S. Read, Atlanta; Mills B. Lane, 
Savannah; W. R. McQuaid, Jacksonville; 
Edgar B. Stern, New Orleans; Wallace 


Rogers, Laurel, Miss.; J. C. Persons, 
Birmingham. 

Chicago - District.— Sewell L. Avery, 
Chairman, Chicago; George A. Ran- 
ney, Chicago; Gen. Robert E. Wood, 


Chicago; John Stuart, Chicago; Daniel F. 
Kelley, Chicago; Fred W. Sargent, Chi- 
cago; George M. Reynolds, Chicago; M. A. 
Traylor, Chicago; Albert W. Harris, Chi- 
cago; Philip R. Clarke, Chicago; Solomon 
A. Smith, Chicago. 

St. Louis District —J. W. Harris, Chair- 
man, St. Louis; A. L. Shapleigh, St. 
Louis; F. C. Rand, St. Louis; E. D. Nims, 


St. Louis; Ernest W. Stix, St. Louis; J. 
G. Lonsdale, St. Louis; Frank O. Watts, 
St. Louis; Sidney Maestre, St. Louis; Tom 
K. Smith, St. Louis; W. R. Cole, Louis- 
ville, Ky.; Paul Dillard, Memphis, Tenn.; 
W. B. Plunkett, Little Rock, Ark. 
Minneapolis District—George D. Day- 
ton, Chairman, Minneapolis; E. L. Car- 
penter, Minneapolis; F. B. Wells, Minne- 
apolis; W. A. Eggleston. Minneapolis; A. 
F. Pillsbury, Minneapolis; H. P. Clark; St. 
Paul; F. R. Bigelow, St. Paul; F. E. Weyer- 
haeuser, St. Paul; S. W. Dittenhofer, St. 
Paul; C. T. Jaffray, Minneapolis; Charles 


Donnelly, St. Paul; W. P. Kenney, St. 
Paul; E. W. Decker, Minneapolis; L. E. 
Wakefield, Minneapolis; R. C. Lilly, St. 


Paul; Otto Bremer, St. Paul; T. F. Wal- 
lace, Minneapolis; W. C. McFarlane, 
Minneapolis. 

Kansas City District—Joseph F. Porter, 
Chairman, Kansas City; Carl R. Gray, 
Omaha; W. T. Kemper, Kansas City; Wil- 
liam L. Petrikin, Denver; Waite Phillips, 


Tulsa, Okla; J. C. Nicols, Kansas 
City; H. K. Lindsley,- Wichita, Kans.; 
Conrad Mann, Kansas City; Thad 


L. Hoffman, Kansas City; Herbert F. Hall, 
Kansas City; George R. Collett, Kansas 
City; Mike J. Healey, Kansas City; W. S. 
McLucas, Kansas City; E. F. Swinney, 
Kansas City; George R. Hovey, Kansas 
City; Frank P. Johnson, Oklahoma City, 
Okla.; Milton Tootle Jr., St. Joseph, Mo.; 
F. D. Farrell, Manhattan, Kans.; C. Q. 
Chandler, Wichita, Kans. 


Dallas District—Frank Kell, Chairman, 
Wichita Falls; Nathan Adams, Dal- 
las; F. F. Florence, Dallas; R. L. 
Thornton, Dallas; J. G. Wilkinson, Fort 
Worth; F. M. Law, Houston; Walter P 
Napier, San Antonio; Arthur L. Kramer, 
Dallas; B. L. Anderson, Fort Worth; H. 
O. Wooten, Abilene; F-. L. Kokernot, San 
Antonio; W. S. Farrish, Houston. 

San Francisco District—K. R. Kings- 
bury, Chairman, San Francisco; A. F. 
Hockenbeamer, San Fransisco; Paul Shoup 
San Francisco; Frank B. Anderson, San 
Francisco; F. L. Lipman, San Francisco; 
Cc. C. Teague, Los Angeles; John G. Bul- 
lock, Los Angeles; Frank Ransome, Port- 
land, Oreg.; Downie D. Muir Jr., Salt 
Lake City; O. D. Fisher, Seattle, Wash. 


The Organization Committee 


The members of the Organization Com- 
mittee were: 


Carl P. Dennett, Chairman, Boston Dis- 
trict; Owen D. Young, Chairman, New 
York District; George H. Houston, Chair- 
man, Philadelphia District; L. B. Wil- 
liams, Chairman, Gleveland District; Ed- 
win C. Graham, Chairman, Richmond 
District; Georgé S. Harris, Chairman, At- 
lanta District; Sewell L. Avery, Chairman, 
Chicago District; J. W. Harris, Chairman, 
St. Louis District; George D. Dayton, 
Chairman, Minneapolis District; Joseph 
F. Porter, Chairman, Kansas City Dis- 
trict; Frank Kell, Chairman, Dallas Dis- 
trict; K. R. Kingsbury, Chairman, San 
Francisco District; Ogden L. Mills, Secre- 
tary of the Treasury; Arthur M. Hyde, 
Secretary of Agriculture; Roy D. Chapin, 
Secretary 01 Commerce; W. N. Doak, Sec- 
retary of Labor; Eugene Meyer, Governor 
of the Federal Reserve Board; Atlee Pom- 
erene, Chairman, Reconstruction Finance 
Corporation; Paul Bestor, Commissioner, 
Federal Farm Loan Board; Franklin W. 
Fort, Chairman, Federal Home Loan Bank 
Board; James C. Stone, Chairman, Fed- 
eral Farm Board. 

At a meeting in ‘he Treasury Depart- 
ment on Aug. 25, the Organization Com- 
mittee adopted the following resolution for 
submission to the Conference: 

“Resolved, That the Chairmen of the 
Banking and Industrial Committees, to- 
gether with Messrs. Robinson, Reynolds, 
Robertson, Governor Meyer, Governor 
Harrison, Messrs. Pomerene, Miller, Fort, 
and R. P. Lamont, and the Secretaries 
of the Treasury and Commerce, shall 
constitute a Central Committee to act 
as a central point of contact in those 
matters requiring cooperation between va- 
rious public and semipublic agencies and 
the several Banking and Industrial Com- 
mittees, and to be of assistance to volun- 
tary committees formed for the purpose 
of carrying out definite undertakings. 

“Resolved further, That an Executive 
Committee of the Central Committee 
shall consist of the Chairman, any three 
chairmen of the several Banking and In- 
dustrial Committees, and the Secretary 
of the Treasury or the Secretary of Com- 
merce. 

“The Governor of the Federal Reserve 
Board, the Governor of the Federal Re- 
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serve Bank of New York, the Chairman 
and President of the Reconstruction Fi- 
nance Corporation shall be ex officio 
members of such Executive Committee, 
but shall not be necessary for a quorum. 


“Resolved further, That there are hereby 
created the following subcommittees . to 
consider the following subjects: 


“(1) The problem of making available 
credit affirmatively useful to business. 
Chairman, Mr. Young. Committee to. be 
selected by him. 

“(2) Increased employment on railroads 
and stimulation of industry through ex- 
pansion of maintenance of equipment and 
purchase of new equipment in coopera- 
tion with the Interstate Commerce Com- 
mission and the Reconstruction Finance 
Corporation. . Committee to consist of 
Messrs. Willard and Houston. 


Draft of Proposals 


“(3) Expansion of capital expenditures 
by industry in the way of replacement of 
obsolete and worn-out equipment and 
otherwise. Chairman, Mr. Robertson, 
Committee to be appointed by him, with 
cooperation of Banking and Industrial 
Committee Chairmen. 

“(4) Increased employment through 
sharing work movement. Chairman, Mr. 
Teagle. Committee to be appointed by 
Banking and Industrial Committee Chair- 
men. 

“(5) Possibility of stimulating repair and 
improvement of home movement. Messrs. 
Avery and Woolley and such members as 
they may appoint with cooperation of 
Banking and Industrial Committee Chair- 
men. 


“(6) Organization of committees in the 
several districts to assist home owners 
with maturing mortgages along the lines 
described by Mr. Miller. 

“The Committee further recommends the 
active cooperation of all Banking and In- 
dustrial Committees in working out the 
problems incident to the making of so- 
called self-liquidating loans by the Re- 
construction Finance Corporation for pub- 
lic and semipublic projects, and for slum 
clearance and housing projects as pro- 
vided in the Emergency Relief Act; in 
aiding the making of cattle loans by the 
Reconstruction Finance Corporation and 
Agricultural Credit Corporation; in the 
same act, and in facilitating the adequate 
functioning of the new Home Loan Banks. 

“The Committee further recommends 
that each Banking and Industrial Com- 
mittee continue vigorously to devote it- 
self to the solution of the economic and 
employment problems of their districts, as 
outlined in today’s discussion, and more 
particularly direct their efforts to supple- 
menting the efforts of existing relief 
agencies and to make more effective the 
facilities furnished by these institutions, 
and that in the carrying out of this work 
full use be made of the Central Com- 
mittee for the purpose of the interchange 
of ideas and experiences and the develop- 
ment of sound proposals.” 


Speakers at Conference 

Under the chairmanship of Henry M. 
Robinson, of Los Angeles, the Conference 
met at 10 o'clock on Aug. 26 in the De- 
partment of Commerce, Washington, D. 
C., 348 members being present. The Pres- 
ident of the United States addressed the 
meeting, followed by: 

Ogden L. Mills, Secretary of the Treas- 
ury, 

Eugene Meyer, Governor, Federal Re- 
serve Board, 


Atlee Pomerene, Chairman, Reconstruc- 
tion Finance Corporation, 


Charles A. Miller, President, Reconstruc- 
tion Finance Corporation, 


Franklin W. Fort, Chairman, Federal 
Home Loan Bank Board, 

Paul Bestor, Commissioner, 
Farm Loan Board, 

Roy D. Chapin, Secretary of Commerce, 
and 

Owen D. Young, Chairman, Banking 
and Industrial Committee, Second Fed- 
eral Reserve District. 

Luncheon was served in the restaurant 
of the Department of Commerce and the 
Conference immediately resumed its work, 

At the afternoon session addresses were 


Federal 


made by: 
L. B. Williams, Hayden, Miller and 
Company, Chairman, Banking and In- 


dustrial Committee, Fourth Federal Re- 
serve District. 

Owen D. Young, Chairman of the Board, 
Chairman, 


General Electric Company, 


Banking and Industrial Committee, Sec- 
ond Federal Reserve District. 

Daniel Willard, President, the Baltimore 
and Ohio Railroad Company. 

George H. Houston, President, Baldwin 
Locomotive Works, Chairman, Banking 
and Industiral Committee, Third Federal 
Reserve District. 

A. W. Robertson, Chairman of Board, 
Westinghouse Electric and Manufacturing 
Company. 

K. R. Kingsbury, President, Standard 
Oil Company of California, Chairman, 
Banking and Industrial Committee, 
Twelfth Federal Reserve District. 


National Conference of Banking and Industrial Committees 


Walter C. Teagle, President, Standard 
Oil Company of New Jersey. 

C. M. Woolley, Chairman of the Board, 
American Radiator and Standard Sani- 
tary Corporation. 

Wilson McCarthy, Director, Reconstruc- 
tion Finance Corporation. 

C. A. Miller, President, Reconstruction 
Finance Corporation. 

The resolution prepared by the Organ- 
ization Committee was unanimously 
adopted. 

Mr. Lonsdale then moved the following: 

“Resolved, That the members of this 
Conference, assembled from all parts of 


our country and invited to attend without 
regard for political affiliation, desire to 
record their deep appreciation of the invi- 
tation of the President, and to express 
their gratitude to the President for the 
opportunity to meet together and discuss 
problems vital to business and industry, 
and to join with the numerous other 
agencies which he has instituted to help 
our national recovery from depression. 
The splendid and inspiring addresses de- 
livered by the President and cther speak- 
ers of this morning’s session impressed 
the members and the others of the Con- 
ference with a deep sense of their duty 
and responsibility to cooperate with the 


rr 


President and other Government agencies 
in carrying out the proposals and in plan« 
ning a program suggested_at this Con« 
ference. I move the adoption of the reso« 
lution.” 

Mr. Teagle suggested that the mover 
of the motion might add to his motion, 
after the statement in regard to consid< 
eration of matters concerning the welfare 
of business and industry, “and of the 
American people as well.” Mr. Lonsdale 
accepted the suggestion. 

The resolution was then unanimously 


adopted, and the Conference adjourned at 
4:55 o'clock. 


President Hoover’s Address Opening the Conference 
Official Stenographic Record 


CHAIRMAN ROBINSON: I have been 
asked to act as Chairman, possibly on the 
assumption that I will talk less than most 
people. This mccting is called today for 
the purpose of presenting to as many 
leaders throughout the country as_ it 
would be possible to gather together for 
this type of thing, an outline of the or- 
ganizations set up by Congress, in order 
that @ better understanding may be had 
of what may be done with the agencies 
in Washington. 

I present The President of the United 
States. 


President Explains Purpose 


THE PRESIDENT: We have asked you, 
the members of the 12 Federal Reserve Dis- 
trict Banking and Industrial Committees, 
to confer together and with the offi- 
cials of the Government’ agencies 
which are engaged in the problems 
of the depression. The purpose of the 
conference is to better organize private in- 
itiative and to coordinate it with govern- 
mental activities so as to further aid in 
the progress of recovery of business, agri- 
culture and employment. 

The committees of the different Fed- 
eral Reserve Districts were created some 
time since and have already been of great 
service in, the solution of many local 
problems. Many constructive projects 
have been advanced by them. We wish 
to expand the ideas and solutions de- 
veloped in the different districts over 
other areas where they may be adaptable, 
to coordinate private and governmental 
agencies, to initiate steps for organization 
of groups to undertake special and im- 
mediate problems in credit, in industry, 
in agriculture and in employment as they 
arise in the different districts. 

In other words, this is a meeting not 
to pass resolutions on economic questions 
but to give you the opportunity to or- 
ganize for action. It is not proposed that 
you shall have authority from the Gov- 
ernment but that you should join in stim- 
ulation of organized private initiative of 
America. 

The reason for calling this conference 
at this particular moment is that we are 
convinced that we have overcome the 
major financial crisis—a crisis in severity 
unparalleled in the history of the world— 
and that with its relaxation confidence 
and hope have reappeared in the world. 
We are now able to take further steps 
in solution of the industrial and agricul- 
tural problems with which we are still 
confronted. 


Past Events Reviewed 


To have overcome this stupendous crisis 
is not alone a tribute to the courage of 
American people but a proof of our re- 
sources. A moment in review of the 
magnitude of the forces we have overcome 
should strengthen our confidence for the 
future and the steps we now propose. 


You will recollect that after a year of 
world wide depression we came into the 
first quarter of 1931 with strong evidences 
of our recuperation. During those early 
months of 1931 the failure of banks de- 
creased by 70 per cent from the previous 
quarter. The hoarding of currency piac- 
tically disappeared. The signs of resump- 
tion of industrial activity and employment 
gave us the right to hope that the country 
was righting itself. 


Then there Came to us a concentration 
of catastrophes from abroad such as we 
have not experienced in the whole of our 
economic history. The economic and 
political demoralization in foreign coun- 
tries, weakened by the Great War and the 
treaties, together with the general de- 
pression itself, loosened a host of new 
forces of destruction. 

The first evidence of the impending 
financial collapse abroad was the diffi- 
culties of the largest bank of Vienna in 
April, a year ago. In rapid succession 
were the difficulties of the national banks 
of Austria, of Jugoslavia, and finally of 
the Reichsbank, in the month of May. 


Address of Ogden L. Mills, 


CHAIRMAN ROBINSON: In the evo- 
lution of the ideas as to what a banking 
and industrial committee might do, Sec- 
retary Mills has taken a prominent part 
and his familiarity with that evolution is 
greater than that of anyone who has had 
to do with it. I will call on Secretary 
Mitis to outline to you the program of the 
Banking and Industrial Committees, their 
extension and present position. Secretary 
Mills. 


The general panic began in Germany in 
June and finally culminated in drastic 
governmental decrees suspending ex- 
changes, closing of all banks, and accom- 
panied by the failure of important insti- 
tutions, Similar suspensions took place 
in other important areas in Central Eu- 
rope. The difficulties were further in- 
creased by the revolution in Spain anc 
revolutions in Peru and other South Amer- 
ican countries, the latter adding many 
further defaults upon foreign obligations 
On the first of August evidence of dis- 
tress in the Bank of England was indi- 
cated by heavy borrowing from abroad 
further emphasized at the end of August 
by the large foreign loans by the British 
Government in an effort to protect ex- 
changes. But the strain proved too great, 
and the gold standard was abandoned by 
England at the end of September, fol- 
lowed in October and November by simi- 
lar action in Sweden, Norway, Denmark, 
Finland, Australia, India and Egypt, with 
restrictions upon exchange in many other 
countries, which equally disrupted inter- 
national payments and foreign trade. 


Effects of Foreign Shocks 


In September the conflict in the Far 
East began, and was followed by the sus- 
pension of the gold standard in Japan in 
December and the disturbing military 
operations of last winter. During the 
early months of this year we witnessed 
more revolutions in smaller countries and 
further defaults upon their obligations. 


In even normal times any one of these 
many shocks to economic stability would 
have seriously impaired our economic life 
and created falls of prices and unemploy- 
ment. The effects upon us of each of 
these invasions were instantaneous. Amer- 
ican securities held abroad were dumped 
upon our markets. The prices of our 
stocks and bonds and commodities were 
continuously undermined. Huge foreign 
deposits in our banks were frantically 
withdrawn. Our own borrowers on com- 
modities and on securities were called upon 
for more margins. The necessity of meet- 
ing these drains brought pressure on every 
borrower in America, whether it be a 
bank or bank’s customer, a manufacturer 
or a farmer, a home owner or a merchant 
Paralyzing fears spread into every quar- 
ter of our country. 


These fears added fuel to the fire 
through nation-wide hoarding of currency. 
This hoarding increased to $70,000,000 a 
week at’ the time of the German collapse, 
but stopped temporarily with the German 
moratorium, but rose to $150,000,000 a week 
after the failure in England. The demand 
for goods slacked over the whole world 
and agricultural prices gave way entirely. 
Unavoidable delays and difficulties in leg- 
islative action added to the fears and 
apprehensions of our people. 


Credit Structure Impaired 


As we look back over the depression now 
we find over $2,400,)00,000 was withdrawn 
trom us by foreign nations and their 
citizens, and a total of $1,600,000,000 of 
currency was at one time withdrawn by 
our own citizens from our banks. You 
know and I know that this foreign ex- 
change, the gold shipped abroad, the cur- 
rency and gold hoarded in our own coun- 
try, is taken from the base of the in- 
verted pyramid of our credit structure 
and translates itself into a strangulation of 
the volume of credit from two to ten times 
even these huge amounts. Let no man 
believe that these are questions which are 
of interest solely to big business. They 
are the origins of millions of hyman 
tragedies of losses, unemployment} and 
distress. 

The whole of this eighteen months has 
been a period of constant defense and 
counter-attack against these invading 
forces. The German moratorium, the 
German standstill agreement, the ad- 
vances of our banks to the national banks 
of foreign countries, the creation of the 
National Credit Corporation, the Recon- 
struction Finance Corporation, the in- 


creased powers of the Federal Reserve 
System, the balancing of the budget, the 
financial aids to the farm loan banks, 
and above all, the unity and courage of 
our people, represent our incessant action 
in defense and counter-attack. 


Stability Returning 


Today that picture has greatly changed. 
We can look with assurance upon the ces- 
sation of foreign withdrawals from our 
country simply because they have sub- 
stantially removed their holdings and we 
have successfully accommodated ourselves 
to it. Our strength has proved equal to 
the shock although with many casualties. 
Confidence is returning. A return flow of 
gold from abroad has begun. Europeans 
are again investing in our markets. With 
the large prevention of bank failures and 
with relief from foreign pressure and its 
constantly renewed fears, the domestic 
hoarding of currency has ceased and is 
now returning at the rate of nearly $20,- 
000,000 a week. 

The demands for banking assistance 
from the Reconstruction Corporation have 
diminished by $170,000,000 from the previ- 
ous month. That our financial founda- 
tions are unimpaired is indicated by the 
fact that measured in amount of their 
trusts, 98 per cent of our banking and 
fiiduciary obligations to the public are in- 
tact. Seventy million insurance policies 
and 25,000,000 depositors have been saved 
from jeopardy. 

It is net alone our country that is mak- 
ing a successful fight for the return of 
stability. Foreign countries have not been 
idle in placing their own houses in order. 
The Lausanne agreement has contributed 
te return of confidence. But while we 
thus see growing improvement in the 
financial sector, we must continue the 
battle upon the industrial and agricultural 
fronts. There is, however, a new setting 
of the depression, which offers opportunity 
through this confidence to set up ma- 
chinery for widespread cooperation of 
private forces and to coordinate them 
with our Government agencies for aid 
and action in industrial and agricultural 
fields. 


Better Distribution Needed 

Definite projects will be laid before you 
affecting the better distribution of credit, 
of employment and commodities. What 
I wish is that banking and industry and 
business generally should in this new set- 
ting assume further initiative and respon- 
sibility; and they should cooperate with 
agriculture and labor and the Government 
agencies to organize and develop every 
possible avenue of coordinated effort on 
the economic front. Your committees 
have in different districts already made 
positive contributions; these tried meth- 
ocs need spread and more definite na- 
tional organization; they need coordina- 
tion with our governmental programs. 
You can assist to make that great pro- 
gram more effective. In sq doing you will 
bring hope and added security to every 
farmhouse and every cottage door. 

It is not proposed to engage in arti- 
ficialities. Nor is it proposed that you 
attempt to settle here in a day great eco- 
nomic problems of the future. It is simply 
proposed that you organize for action in 
the problems immediately before us. 
Great future problems will occur to you 
as they are in the minds of all of us. 
You will no doubt seek the cooperation 
of national groups of business, agriculture 
and labor to put such questions on the 
road to investigation and consideration. 

I should like to suggest to you some 
general directions of thought. 

We have a powerful governnfental pro- 
gram in action for aid to recovery formu- 
lated and organized upon a nonpartisan 
basis. I am in hopes you will familiarize 
yourselves with its possibilities so as to 
coordinate your activities with it. 

We need a better distribution of credit. 
Credit is available but in many sections 
it is flowing inadequately in directions 
which would stimulate consumption of 
goods and employment. It needs resolu- 
tion to use our banking and governmental 
resources and coordination to make them 





SECRETARY MILLS: Some _ four 
months ago at a time when the Recon- 
struction Finance Corporation was already 
actively engaged in the protection and 
strengthening of our banking structure 
and the Federal Reserve System, with 
its vast resources made fully avail- 
able by the Glass-Steagall bill, was, 
through a vigorous policy, stemming the 
tide of deflation and credit contraction, 
but when dark clouds still hung heavily 


effective. There can be no question that 

there are in certain sections large num- 
berg »f businesses, particularly small busi- 
ness, which have been unable to find the 
credit facilities to buy raw material and 
to employ labor on goods which they can 
sell. There are difficulties in livestock 
and farm credits. There are foreclosures 
of home and farm mortgages because of 
inability to secure renewals. Yet credit is 
available if it be properly directed. 

In the furtherance of business recovery 
it is clearly necessary that there be co- 
ordination of effort in hastening the re- 
turn of unemployed to employment in 
their natural industries. It is doubtful 
whether any action we could take at this 
time would so greatly accelerate our prog- 
ress, serve the welfare of our unemployed 
millions, or so quickly give us as a Nation 
the benefit of widespread spending power 
as further spread of equitable plans of 
sharing the available work. 


Spreading of Work 

As a matter of national policy, the 
shortening of hours is necessary not alone 
to meet the need of the moment but it 
may be necessary to take up the slack in 
the future from the vast and sudden ad- 
vance in labor-saving devices. As the re- 
sult of conferences similar to this nearly 
three years ago many industries realigned 
their operations by shorter hours to re- 
tain hundreds of thousands of workers 
who would otherwise have been dismissed. 

Nevertheless, the still further spreading 
of available work in industrial, commer- 
cial and service activities, especially with 
every recovery of employment, would be a 
vital contribution. Your committee in the 
Twelfth District recently inaugurated a 
drive for this spread of work. Already it 
is a great success. Many methods have 
been proposed by labor and industrial 
leaders to systematically shorten hours. 

@While I heartily favor the purpose of 
these plans, I agree with both the em- 
ployers and the leaders of labor whom I 
have consulted that its direction is not 
properly the function of government, ex- 
cept as applied to the operation of govern- 
ment service. Moreover, with all the vari- 
ous phases of employment and operation 
to be met in private business, no general 
rule can be applied. Results must be 
achieved through cooperation on the part 
of employers and employes suited to each 
locality and industry. I suggest you 
should consider the effective part which 
you can play in further forwarding organ- 
ization to this end. 

I do not need to remind you that the 
distressing problems of agriculture are not 
alone the problems of the farmer and the 
Government. Its relief is one of the pri- 
mary foundations of al) progress in our 
country, and upon it does the progress of 
your business depend. It is as much your 
problem as it is the problem of the farmer, 
and cooperation of your committees with 
the leaders of agriculture and the agen- 
cies which affect their welfare cannot but 
be helpful. 


Coordinated Action Proposed 


The other speakers will compass these 
many questions in detail, and I have but 
one final word. Now as always recupera- 
tion of the country will be the result of 
the multitude of activities of our citizens 
and the sustained confidence of our people 
in its great future. The problem before 
this conference is not to settle great 
questions of the future, or to establish ar- 
tificialities, but rather by practical steps 
today or organization contribute to make 
more effective the activities of every 
agency which can promote the recovery 
of the Nation. 

The great war against depression is being 
fought on many fronts in many parts of 
the world. One of the most stupendous 
actions of this great front has been the 
long battle of the last 18 months to carry 
our financial structure safely through the 
world-wide collapse. That battle may be 
likened to the great battle of Chateau 
Thierry. That attack on our line has been 
stopped. But I warn you that the war is 
not over, we must now re-form our forces 
for the battle of Soissons. 


Secretary of the Treasury 


over our financial horizon, there came 
inte being in each of the 12 Federal re- 
serve districts a Banking and Industrial 
Committee composed, generally speaking, 
of six leading bankers and six leading in- 
dustrialists and business men. 

The first one of these was created in the 
New York district under the leadership of 
Mr. Owen Young. This committee served 
as a model for the committees subsequently 
organized in the otner districts. In the 


words of Mr. Young, the objective of these 
committees was “to discover ways and 
means of putting excess banking credit to 
work affirmatively to stimulate employ~ 
ment and busimess recovery.” Mr. Young 
is here to tell you in person how the New 
York committee has been organized, how 
it has tackled the problems in the Second 
Federal Reserve District, and what it has 
been able to accomplish. 

TM chairman of the committees in the 
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other districts are also present, but for 
the purpose of discussion this morning the 
story of the New York committee may be 
taken as typical of the work and purposes 
of all of these’ voluntary and cooperative 
organizations. 


Functions Are Broadened 


Since the creation of the Banking and 
Industriai Committees the powers of the 
Reconstruction Finance Corporation have 
been vastly increased so that whereas in 
the first instance its primary duty was to 
support our general credit structure by 
loans to certain specified institutions, its 
new functions so broadened the scope of 
its activities as to enable the use of its 
credit facilities to stimulate industrial ac- 
tivity and to promote employment. 


Both the chairman, Senater Pomerene, 
and the president, Charles Miller, of the 
Reconstruction Finance Corporation, are 
here to explain the scope of the task as- 
signed to the Corporation and to make 
clear to you all in what manner it may 
be helpful to solve some of the problems 
of your communities and States. 


Since April the authority of the Federal 
reserve banks has been extended so as to 
include certain emergency powers in- 
tended to provide more adequately for 
credit needs. Governor Meyer will explain 
to us the character of the legislation ex- 
tending the powers of the Federal reserve 
System, enacted at the last session of the 
Congress, and will, I hope, describe in a 
general way the great part the system has 
played and is playing today in helping us 
weather our financial difficulties. 

The Congress at the last session enacted 
&@ law providing for the creation of a 
number of so-called home loan banks, 
intended to afford to the great agencies 
that make loans to urban communities, 
principally for home construction, central 
reservoirs of credit. Mr. Franklin Fort, 
chairman of the Home Loan Bank Board, 
which is now engaged in the work of or- 
ganization, is prepared to describe the 
contemplated organization and functions 
of these new banking institutions. 


New Government Agencies 


We have then available for meeting 
Some of tiie extraordinary problems aris+ 
ing from this depression two new Govern- 
ment agencies—one of them with tre- 
mendous resources and authorized to 
carry on its operations on a very broad 
front, our great central banking system 
with new emergency powers, and in each 
of the 12 Federal reserve districts volun- 
tary organizations of bankers and busi- 
mess men ready to give their time and 
best efforts to the problems of their com- 
munities and to the nation-wide problem 
of stimulating the revival of industrial 
activity and increased employment. 


That is the picture, which after the 
adjournment of Congress, presented itself 
to those of us who have lived with all 
which we have wrestled these many 
months. In a sense the picture was com- 
plete. In so far as providing the neces- 
Sary instrumentalities all that was essen- 
tial seemed to have been made available. 
Wet one element appeared to be lacking. 


Though the Reconstruction Finance 
Corporation has done a magnificent job 
in setting up country-wide agencies, and 
though our Federal reserve banks are in 
the several Federal reserve districts the 
central points through which credit poli- 
cies can be initiated and coordinated, and 
though the Banking and Industrial Com- 
mittees in the several districts are the 
logical agencies through which contact 
ean be established for the more effective 
and widespread use of available facilities, 
the element of coordination and of ade- 
quate exchange of information on the 
entire front was lacking, and this was 
Particularly true of the Banking and In- 
dustrial Committees, which, I think, it 
will be admitted have not been developed 
hitherto up to the maximum point of use- 
fulness. 

It seemed to some of us, a mont’. or so 
ago, that there was a truly useful pur- 
pose to be served—first by promoting a 
more general understanding throughout 
i Aountry of what agencies are actually 
*saiiable and the character of service 
they are prepared to render, and in the 
second place by creating a central point 


Address of Eugene Meyer. Governor of Federal Resery 


CHAIRMAN ROBINSON: The Secre- 
tary has described in more or less detail 
the various Governmental agencies that 
can give effective assistance in the prob- 
lems confronting us, and one of the most 
important, of course, is the Federal Re- 
serve Bank System, and as it has been ex- 
panded, I thinkthere may be some of us 
who do not understand just what new 
powers have been added, and there may 
even be some of us who do not under- 
stand all of the powers of the Federal 
Reserve System as it formerly existed. I 
am going to call on Governor Eugene 
Meyer to tell us of the Federal Reserve 
System 

GOVERNOR MEYER: The President 
has given you a comprehensive and 
graphic picture of the events of a 
difficult and almost disastrous character 
through which we have recently passed, 
and the Secretary of the Treasury has 
brought you up to date with regard to 
many of the steps that have been taken 
to. meet them. 

The Federal Reserve System naturally 
Was called upon to play a considerable 
part in all these events. With the break- 


National 


of contact which might serve as a means 
of interchange of ideas, suggestions and 
experiences. 


With that in view an informal confer- 
ence was held attended by some of the 
members of the Banking and Industrial 
Committees, the Governor of the Federal 
Reserve Board, the Governor of the New 
York Federal Reserve Bank and the Sec- 
retary of the Treasury, at which the above- 
mentioned objectives were discussed. 


It was the unanimous opinion of those 
present that the purposes outlined were 
not only entirely desirable, but wholly 
feasible, that the time was oppoftune for 
such an effort, and that, in addition to 
bringing into being a central clearing or- 
ganization, it might be possible to de- 
velop a definite if in the first instance 
limited program to stimulate employment 
and possibly to move forward the gradual 
resumption of business activity for the 
consideration of the Banking and Indus- 
trial Committees and the creation of cer- 
tain subsidiary committees to carry out 
on a purely voluntary basis these lines of 
activity. 


Memorandum Summarized 


As a result of those preliminary dis- 
cussions a memorandum was _ prepared 
which may be said to present the basis for 
the movement which has been initiated 
and which has led to the calling of this 
general conference, composed for the mest 
part of the members of the Banking and 
Industrial Committees of the Federal Re- 
serve districts, together with representa- 
tive groups from all sections of the coun- 
try who can render invaluable assistance 
in strengthening the hand of existing or- 


ganizations and in the development of 
such programs as may be undertaken. It 
will be of interest to you, therefore, to 


have me summarize the preliminary mem- 
orandum prepared under date of July 27, 
1932: 

“For nearly three years the economic 
curve has moved precipitously ddWwnward; 
prices have fallen steadily; industrial ac- 
tivity has become more and more re- 
stricted; bank deposits and credits have 
shown the greatest shrinkage in our his- 
tory. We2 have sought through the crea- 
tion of emergency organizations to pro- 
tect the key points in our economic struc- 
ture. We have succeeded in doing so. But 
for over 24 months now we have been in 
full retreat all along the line. 


“More recently, the economic curve has 
shown a tendency to flatten out. Com- 
modity prices have steadied and shown a 
moderate advance over the period of the 
last several weeks. The shrinkage in bank 
deposits and bank credits which had been 
proceeding at a rapid rate, has been par- 
tially checked and in some districts there 
has been an actual increase in deposits. 
The bond market has shown a steady and 
consistent rise for a period of five weeks. 
The stock-market for a shorter period has 
shown a tendency to move upward 


Effects of Gold Inflow 


“Perhaps most significant of all, large 
short-term foreign balances, which were a 
subject of anxiety and constituted more 
or less of a threat to confidence in our 
credit system have been reduced from a 
high of three billion dollars to less than 
600 million dollars, which is probably a 
subnormal average. The huge gold out- 
flow which we have witnessed since Sep- 
.tember, aggregating over one billion dollars 
has ceased, and it appears that from now 
on the gold movement will be decidedly in 
our favor. A steady gold inflow, apart 
from its direct monetary effects, will 
probably have a psychological effect re- 
flected in a return of currency now 
hoarded, especially by large hoarders. 

“The Lausanne Agreement seems to have 
had a profound effect. In spite of the 
necessity of financing the Reconstruction 
Finance Corporation, the credit of the 
Federal Government stands high, as wit- 
ness the success of the last offering of 
Government notes. The powers of the Re- 
construction Finance Corporation have 
been extended so as to make it a more 
potent agency for usefulness, and the au- 
thority of the Federal reserve banks has 
been extended so as to permit them to 
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take a more active and direct part in stim- 
ulating the use of credit. 

“All of these circumstances justify the 
conclusion that the time has come to make 
a definite and concerted effort to use the 
present low plateau upon which we now 
stand as a base for the heginning of an 
ipward movement that will make for in- 
creased employment and the betterment 
of business. 





Outline of Program 


“The most effective way to bring about 
this result would seem to be to concen- 
trate our efforts at those points which 
can be most effectively attacked. 

“The agencies immediately available for 
use are the Reconstruction Finance Cor- 
poration, the Federal Reserve System, the 
Banking and Industrial Committees formed 
in each Federal reserve district under 
the auspices of the Federal reserve banks 
of the respective districts and the home 
loan banks. It is essential that the efforts 
of these organizations in their respective 
fields be coordinated with a view to be- 
coming part of a general program, and 
that in addition our banking and indus- 
trial organizations should be appealed to 
and so organized as to supplement the 
efforts of the above-mentioned institutions. 
as well as to make more effective use of 
the facilities furnished them by these in- 
stitutions. 

“Such a program presupposes the crea- 
tion of a small centrat group charged with 
the preparation of the general program 
and the creation of subgroups responsi- 
ble for the carrying out of specific tasks. 
The central group should be an informal 
and voluntary organization built around 
the Reconstruction Finance Corporation 
and the Federal Reserve System, for the 
general purpose of assisting both of these 
great organizations in making their work 
more effective. 

“The central committee should proceed 
at once to set up working subcommittees 
to deal with the various phases of pro- 
grams agreed upon. The most practical 
way to do this is to select one or two 
men for each subcommittee and ask them 
to organize their own subcommittee and 
staff in the field assigned to them for 
action.” 


Progress Already Made 

The memorandum then went on to out- 
line a tentative program of possible ac- 
tivities which has since in modified form 
been considered and approved at the 
meeting of the banking and industrial 
chairmen held yesterday, and which it is 
hoped can be fully discussed before the 
close of this conference. 

This meeting further decided to recom- 
mend to you the creation of a central 
committee. The function of this com- 
mittee is to act as a central point of con- 
tact in those matters regarding coopera- 
tion between the various agencies and 
the committees. In addition, it can be of 
assistance to voluntary committees formed 
for the purpose of carrying out definite 
undertakings. 

For example, at our first meeting, Mr. A. 
W. Robertson suggested that some of the 
strong industries of the country as part 
of a general movement in the interest of 
increased employment and possible stimu- 
lation of business activity might find it 
advantageous to make capital expendi- 
tures postponed up to the present time 
because of existing financial conditions 
and including the replacement of worn- 
out equipment, or the substitution of mod- 
ern equipment for that which has grown 
obsolescent. 

He stated that he was prepared to ap- 
proach other industrial leaders with a view 
to the development of such a program and 
the organization of a committee. His idea 
met with the approval of all of us. He 
has lost no time in carrying it out and 
at the meeting yesterday reported real 
progress. I think that this general group 
will be glad to hear from him later in 
the day. What can be accomplished along 
these lines is indicated by the statement 
of Mr. Myron Taylor, made on Wednesday 
morning on behalf of the United States 
Steel Corporation. 

It must be apparent that in the car- 
rying forward of such a program not only 
can a central committee be helpful in en- 
listing support, but the chairmen and 





down of two of the four great financial 
powers of the world last Summer, the 
Federal Reserve System was called upon 
to withstand shocks which experience had 
not taught us the way to meet, for which 
there was no precedent, and for which 
there was no charted path. The system, 
however, had been so well grounded and 
fortified that, through its ability to ex- 
pand currency and supply the needs of 
member banks, it was able readily to meet 
a situation of unparalleled character and 
proportions, namely, the export of more 
than $700,000,000 of gold, and the hoard- 
ing of over $400,000,000 at home during 
the five weeks following the suspension 
of the gold standard in England, by the 
expansion of Federal reserve credit to the 
extent of more than $1,000,000,000 through 
the purchases of bills in the open market 
and discounts for member banks. 

This situation, of course, threw a tre- 
mendous strain on our whole banking 
structure, as has already been indicated, 
and the creation of the National Credit 
Corporation to assist the Federal Reserve 
System and other organizations in meet- 
ing that strain was determined upon. The 


bankers of the country, as always when 
called upon in the public interest, re- 
sponded most promptly and most patriot- 
ically and most effectively. Their action 
carried the situation until the Congress 
met and passed the act creating the 
Reconstruction Finance Corporation, which 
was called into existence to meet con- 
tinuing and increasing difficulties. 

Its immediate operation was made pos- 
sible by the very hearty cooperation of 
the Federal reserve banks, which lent 
their personnel and facilities to aid im 
the establishment and operation of the 
field organization of the Corporation. 
While it was not the function of the Fed- 
eral reserve banks to administer the Re- 
construction Finance Corporation Act, 
they willingly stepped in and furnished 
temporary assistance and management in 
the field in order to enable the agencies 
to go into action with the speed that was 
vitally necessary. 

The problem, however, called for more 
adjustments as time went on—and I 
think the ability of the American people 
to make needed adjustments as cir- 
cumstances develop is the test of the 


members of the individual committees can 
perform a tremendous service in estab- 
lishing contacts and in promoting the 
work of organization. 

Other lines of endeavor which the 
banking and industrial chairmen had pre- 
sented to them yesterday, and which it 
believes are worthy of consideration are 
as follows: 

1. The problem of making available 
credit affirmatively useful to business; 

2. To increase employment by the rail- 
roads and stimulation of industry through 
expansion of maintenance of equipment 
and purchase of new equipment in coop- 
eration with the Interstate Commerce 
Commission and the Reconstruction Fi- 
nance Corporation; 

3. Increased employment through the 
sharing-work movement; 

4. The stimulation of the repair and 
improvement of home movement; 

5. Assistance to home owners with ma- 
turing mortgages; 


A Central Program 


6. Active cooperation of all banking and 
industrial committees with Reconstruc- 
tion Finance Corporation in working out 
the problems incident to the making of 
self-liquidating loans for public and semi- 
public projects, and for slum clearance 
and housing projects as provided in the 
Emergency Relief Act; in the aiding of 
livestock loans by the Reconstruction Fi- 
nance Corporation and Agricultural Credit 
Corporation; in assisting the establish- 
ment of agricultural credit corporations 
provided for in the Relief Act, and in fa- 
cilitating the adequate functioning of the 
new home loan banks. 

Since the initiation of informal discus- 
sions real progress has been made, and 
some of the programs discussed are al- 
ready well under way. For instance our 
efiorts deSnitely contributed to the crea- 
tion of the Commodity Finance Corpora- 
tion; to the capital expenditure movement 
which Mr. Robertson has under way; to 
bringing the question of increased employ- 
ment and stimulation of industrial ac- 
tivity by the expansion of maintenance 
work and the purchase of new equipment 
to the attention of the railroad executives, 
the Interstate Commerce Commission and 
Reconstruction Finance Corporation, and 
to the development of a plan which would 
make this feasible. Already with the co- 
operation of the New York Banking and 
Industrial Committee the American Se- 
curities Corporation had come into being 
which made a real contribution at a time 
when there was no real market for bonds 
and where sound securities were being 
offered at destructive prices. 

In order to avold any possible miscon- 
ception let me conclude by stating that we 
are not setting up an economic council to 
endeavor to direct the economig policies 
of the country. We are creating a central 
organization for the purpose of contact 
and cooperation to assist in the task to 
be performed by the Reconstruction Fi- 
nance Corporation, Federal Reserve Bank- 
ing System, the Home Loan Banks, the 
Banking and Industrial Committees and 
such voluntary groups as may associate 
themselves with the latter with a view 
to developing helpful steps looking to 
gradual economic rehabilitation and more 
immediately an increase in employment. 


Developing a National Program 


The usefulness of the Central Commit- 
tee will depend in large measure on the 
degree to which you gentlemen turn to it 
for cooperation and for the interchange 
of ideas. Aside from the work to be car- 
ried on by the Government agencies, the 
major part of the task and the real field 
for usefulness of the Banking and Indus- 
trial Committees is in developing means 
and methods for solving the problems 
arising in their own districts. 

This meeting will have fulfilled a major 
purpose if each of you carries away with 
him a more complete understanding of 
the agencies that are available for the 
work of rehabilitation, the fields in which 
they can cooperate, and the knowledge 
that you business men have available in 
your own districts voluntary organizations 
of cooperation and contact, which, in turn, 
will now furnish you with a channel 
through which what may in the first in- 
siance be a purely local program can be 
developed into one national in scope. 


‘e Board 


ability of our political system in the 
broadest sense of the word to function ef- 
fectively in times like these. A number 
of measures in addition to the creation 
of the Reconstruction Finance Corporation 
were necessary, and the Congress cooper- 
ated by pasing them promptly. 

The Federal reserve powers were in- 
creased so that when member banks 
lacked eligible paper loans were available 
to them, either individually or in groups, 
on the security of othewise ineligible 
paper. Im addition, the Federal Reserve 
System was authorized, for a limited pe- 
riod, to substitute Government bonds for 
eligible paper or gold as security for Fed- 
eral reserve notes. This measure, which 
was agreed upon and promptly passed, 
has been a vital factor in our ability 
promptly to meet a second series of 
hoarding at home and withdrawals of 
gold for export. Though the exercise of 
these powers and the fundamental 
strength of the system all such demands 
have been met, 

*I think it is fair to say now that in 
the light of the two great crises—those 
in Germany and in England—there was a 








general opinion abroad that this country 
would not be able to meet the test, that 
we would have to surrender to the strain 
as they did. And I am sorry to say that 
a good many Americans—who, I hope, 
know better now—followed that line of 
defeatism and surrender in their thoughts. 
I think, however, that the great bulk 


National Conf 


of the American people believed in them- 
selves, as we did here, and never gave way 
to the idea that we would be unable or 
unwilling to stand the strain. Certainly, 
no one in the Federal reserve system ever 
surrendered in thought or deed. 

The main guiding principle in the op- 
eration of the Fétieral reserve system all 


erence of Banking and Industrial Committees 


through this period has been to maintain 
intact the ability of the Federal reserve 
banks to serve, though their member banks 
and through open market operations, the’ 
needs of American commerce, industry 
end agriculture. It has been ‘able to do 
so under exceedingly difficult conditions, 
and with the additional powers that have 
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been granted by Congress, it is our firm 

belief that we will in the future, as we: 

have in the past, with absolute confidence 

in ‘our resources and our people, stand by 

our institutions and through them maine- - 
tain and support, to the utmost of our 

ability, our commerce, industry and agri- 

culture. 


Address of Atlee Pomerene, Chairman, Reconstruction Finance Corporation - 


THE CHAIRMAN: One of the great 
agencies asked to meet this situation, as 
has been told you by the President and by 
the Secretary of the Treasury, is the Re- 
construction Finance Corporetion, and 
Senator Pomerene is Chairman of that 
Corporation. 

SENATOR POMERENE:. We have the 
same resources now that we have had in 
the past. Only one thing is lacking. That 
is confidence. 

During the great World War we drafted 
all of the young men of military age to 
fight our battle. Now, in this battle against 
depression, we are drafting all the men 
and all the women of the country. We can- 
not, we must not fail. 

I have never lost faith in the destiny of 
this country for an hour. With faith, we 
can remove mountains. 


Powers of Corporation 

I have been asked to talk briefly this 
morning about the work of the Recon- 
struction Finance Corporation. I think 
no other agency has ever been en- 
trusted with so vast an amount of money. 
It is being distributed throughout the 
country for the purpose of aiding those 
who may be in need of financing. I pur- 
pose first to speak of the powers that are 
vested in this Corporation, and then to 
speak for 4 few moments on what has 
been accomplished. = 

Three billion eight hundred millions of 
money has been placed at the disposal of 
this Corporation by the Congress of the 
United States. Not a dollar of it must be 
wasted. It must all be placed so that it 
will do the most good. 

The purpose of this act was to aid in 
financing agriculture, commerce and in- 
dustry. How? By making loans to 
banks, savings banks, trust companies, 
building and loan associations, insurance 
companies, mortgage loan companies, 
credit unions, Federal land banks, joint 
stock land banks, Federal intermediate 
credit banks, agricultural credit corpora- 
tions, and livestock credit corporations. 
But these loans must be fully and ade- 
quately secured, and I think they are be- 
ing thus secured. 

On the approval of the Interstate Com- 
merce Commission, temporary financing 
may be given to the railroads, those en- 
gaged in interstate commerce, those in 
process of construction, and to receivers of 
such railroads. 

More than that, the Corporation is au- 


thorized to accept drafts and bills of ex- 
change. Many other detailed powers are 
given that I shall_not refer to, but there 
are one or two other matters about which 
I wish to speak. 

First, the relief provisions of this bill. 
It was the purpose of the President and 
the Congress when these provifions were 
adopted that the hungry should not go 
unfed and the naked should not go un- 
clothed, but it was further the intent of 
the Congress of the United States, as I 
interpret it, that the local authorities, 
State and municipal, should do their best 
to relieve the situation for their own peo- 
ple. Three hundred millions of dollars 
were given for this purpose, and it is 
gradually being distributed when and if 
it is needed. 

Again, this corporation is authorized to 
make loans to States, municipalities, po- 
litical subdivisions of the States, public 
agencies of States, municipalities, politi- 
cal and~ public corporations,, to boards 
and commissions, and public municipal in- 
strumentalities, to aid in financing proj- 
ects of a self-liquidating character. 

Further, fit is authorized to provide 
for housing for the poor in the slum dis- 
tricts, to build bridges, tunnels, docks, 
viaducts, and water works. 

This will be done.-. The movement is 
afoot now. The organizations are being 
completed. 

More than that, and one of the things 
which appeals to me very greatly, is the 
effort which has been made by the Con- 
gress of the United States for the purpose 
of aiding agriculture. 


A Criticism Answered 


We have already provided for the setting 
up of eight agricultural credit corpora- 
tions. Two more will be established, and 
possibly upon further consideration we 
may add to that number. These corpora- 
tions are to be provided each with not less 
than $3,000,000 of capital, and this money 
is to be loaned for agricultural purposes, 
including crop production and for the 
feeding and breeding of stock. 

And now, how much has been done? 


Let me give you a few figures. But 
before giving those figures let me 
advert to a criticism that is being 


made by some people who are always ready 
and willing to criticize, no matter what 
the Government may do. It is said that 
we are providing finances for the banks 


and for the railroads’ but we are doing 
nothing for the individual. ie 

How strange that any thinking man 
should make a declaration of that kind. It 
is true that we are financing banks, but let 
me tell you of the» number of banks that 
have been financed both before and since 
the Reconstruction Finance Corporation 
was adopted. In the six months before 
this act was adopted, the total bank fail- 
ures were 1,860. During those six months, 
the smallest number of failures in any 
one month: was 158; the largest number, 
522. During the six months which have 
intervened since the passage of this law, 
only 604 have closed their doors. The 
largest number, 149, the smallest number 
in any one month, 47; and during the 
current month, up to the 20th of the 
month, there were 59 that had closed 
their doors. 

Again, what has the Reconstruction 
Finance Corporation done? It has not 
only made loans to banks who were em- 
barrassed for ready cash, but it has been 
making loans to banks that were closed, 
to enable them to open up and function 
in their several communities. 


Loans Already Made 

Since this law was passed, 6,205 loans 
have been made to 4,618 banks—a total 
of $808,000,000; 663 loans have been made 
to 628 building and loan associations, or 
more than $78,000,000; 91 loans to insur- 
ance companies, to 78 different companies. 
In all, there have been made loans to 
5,482 of these institutions, amounting to 
more than $1,320,000,000. 

To what character of banks were these 
given? It is said sometimes that the loans 
are made only to the big banks and not 
to the smaller ones. Such a statement 
does not bear investigation. Of the total 
number of loans made by the Corpora- 
tion to banks, 698 per cent have been 
made to banks in towns under 5,000 popu- 
lation; in towns of populations of 5,000 to 
16,000, 8 per cent; 10,000 to 25,000, 7.9 
per cent; in cities of 100,000 to 500,000, 
3'2 per cent; 500,000 to 1,650,000, 1.7 per 
cent; over 1,000,000, 2.1 per cent. It is 
estimated that over 37 per cent of the 
depositors in the United States have 
benefited by the loans that have thus 
been made. 

Why, then, should anybody take the 
position that it is the bank that is favored 
and not the individual? Let me give you 
a concrete example which I think will 


best illustrate what I have in mind. Out 
in my own State, in one of her cities, 
last October one of the banks closed with 
deposits of about $28,000,000. This was 
because some mischievous woman sat at 
a dial phone and called up the people 
throughout the city, telling them that the 
bank was going to close and they’d better 
draw their money out. That bank, per- 
haps the most popular bank in the city, 
with over 50,000 depositors, with all that 
money locked up as a result of the active 
ities of that one woman, having reorgan- 
ized ang having received aid from the 
Reconstruction Finance Corporation, 
opened its doors on Wednesday of this 
week. That day the withdrawals were 
$106,000, the deposits were $460,000. Was 
not every depositor and every stockholder 
of that bank—aye, the whole community 
—favored by this legislation? 

Let me go a step further. A number of 
loans have been made to the railroads of 
the country which were embarrassed for 
ready funds because the banks felt that 
they were not in condition to refinance 
them. The Corporation has been criti- 
cized for making such loans. The Board 
of Directors of the Corporation believe the 
making of these loans was proper. 


All railroad securities of the country 
have shrunk in value. Many of these 
securities were held by insurance com- 
panies. I dare say that every man who 
sits before me today has more or less of 
insurance. As has been stated here this 
morning, these securities have been going 
up, and every insured man and woman 
and the beneficiaries under their policies 
have thus been benefited. 


Aid to Employment 

Through the operations of the Recon- 
struction Finance Corporation and the 
loans it has made, the manufacturer and 
the employer of labor are better able to 
finance their operations and keep men 
and women employed. I am one of those 
who have supreme confidence that the 
recent turn for the better is here to stay. 

My friends, we on the Reconstruction 
Finance Corporation Board realize that 
we have a very great problem before us. 
I am happy to say that I have never 
served with men who are more greatly 
devoted to their public service than the 
men hwo are my colleagues, and I am 
confident that they are going to do their 
duty as they see it. 


Address of Charles A. Miller, President, Reconstruction Finance Corporation 


CHAIRMAN ROBINSON: Before he was 
chosen as President of the Reconstruction 
Finance Corporation, Mr. Charles A. Mil- 
ler represented the Reconstruction Finance 
Agency in the New York District, and was 
familiar with the problems as they arose 
there, which gave him a background, in 
little and in large. somewhat greater than 
most of the men who have been 
active in the Reconstruction Finance Cor- 
poration. I am going to call on President 
Miller of that corporation. 

PRESIDENT MILLER: The Reconstruc- 
tion Finance Corporation is one, and only 
one, instrumentality of the Federal Gov- 
ernment by which the public credit is 
mobilized and placed at the service of 
trade, industry and finance. Through its 
resources, which unreasoning panic, or, 
if you prefer to call it so, natural 
but short-sighted prudence has locked up 
in a useless hoard, are, on account of the 
general confidence which the Government 
commands, made available at those places 
and in those departments of our financial 
system where additional and abnormal 
credit supplies are necessary for the pub- 
lic good. 


Function Greatly Enlarged 


Under the original Act its functions were 
quite as much psychological as economic, 
and were performed, not by supplying new 
credit, but by substituting time credit for 
demand. Maturing obligations of various 
institutions which could not be paid with- 
out enormous sacrifices were provided by 
the Corporation and extended as time 
loans. Deposits payable on demand were 


changed into bills payable -to the Corpo- 
ration. 

Confidence was partly restored by this 
operation; or, at the very least, the tide of 


CHAIRMAN ROBINSON: As we aill 
know, one of the most, if not the most 
serious problems is the handling of mort- 
gage loans, not only the farm loans which 


are difficult enough, but the loans on 
urban property. The building and loan 
associations, mutual savings banks and the 
cooperative savings banks, as well as the 
insurance companies have not been in a* 
position to meet the neéds of the public. 


s 


disaster was arrested, without materially 
increasing money or credit. Such change 
as it brought about was shown almost 
wholly by alterations in the items on the 
debit side of its customers’ balance sheet. 
The footings were unaffected. 


Earlier Operations Described 


The provisions of the: Emergency Relief 
and Construction Act of 1932 greatly en- 
larged the functions and increased the 
duties of this Corporvtion. It now must 
undertake responsibilities of economic and 
even of social and ethical significance. 
Three hundred millions are made avail- 
able out of the funds of the Corporation, 
to be used in furnishing relief and work 
relief to needy and distressed people, and 
in relieving the hardship resulting from 
unemployment. And this fund, though it 
bears interest and is ultimately to be re- 
paid, will, if it is advanced as purely sup- 
plemental to what the States and their 
municipalities can raise and not as a sub- 
stitute for local effort, be a genuine con- 
tribution to economic and social better- 
ment. 

Under other provisions, the Corporation 
may make loans to States, municipalities, 
public corporations, boards and commis- 
sions, to aid in financing projects which 
are self-liquidating. It may make loans 
to corporations formed wholly for the 
purpose of providing housing for families 
of low income, or for the reconstruction 
of slum areas. Private corporations may 
be granted loans to aid in constructing or 
improving bridges, tunnels, docks, via- 
ducts, water -works, canals and markets 
which are self-liquidating in character, 
and various other fields of activity, such 
as reforestation, are permitted. 

Here we have, I think, a genuine op- 





portunity for economic usefulness. If the 
Corporation will act with sufficient courage 
and can act with sufficient speed, it should 
be possible to give employment, with funds 
made available under these provisions, to 
large numbers of workers in the very trades 
now least employed. 


But already opposition is making its ap- 
pearance, and there seems a likelihood of 
the Corporation being obliged to decide, in 
many cases, a vigorously debated ques- 
tion as to whether the proposed project 
is really advantageous to the community 
or even to the very classes to whom em- 
ployment will be given. In solving these 
problems the Corporation will have to rely 
greatly on the advice and assistance of 
this organization and its constituent local 
committees. 


Help for the Farmer 


Among other new responsibilities im- 
posed by the amended act is that of set- 
ting up Regional Agricultural Credit Cor- 
porations, with a minimum capital of $3,- 
000,000 in any of the Federal Land Bank 
Districts where they are needed. This I 
believe to be of the highest economic im- 
portance, and to involve, perhaps, the 
greatest difficulty, of any of our new 
duties. These institutions are greatly 
needed not only to finance the feeding of 
livestock which is nature’s method of pre- 
paring a market for grain, but to preserve 
the herds and flocks from being sacrificed 
at this time of distress. 

If our breeding stock be butchered to 
allow the creditors of the farmers to liq- 
uidate their loans, a serious shortage in 
the food supply of this country is likely 
to make a disconcerting appearance, and 
add to our difficulties. This must be pre- 
vented and, at the same time, the farmer 





To this end an agency has been created 
by Congress—the Federal Home Loan 
Bank, and I am going to ask Mr. Franklin 
W. Fort, Chairman of the Board of that 
Bank to describe it to us. 

MR. FORT: The Federal Home Loan 
Bank is the newest instrumentality of the 
Government. While the studies and plans 
upon whicn it was based began at the in- 
ception of the President’s service as Sec- 
retary of Commerce in 1921, the system 


we 


Address of Franklin W. Fort, Chairman, Federal Home Loan 


became law only on July 22, and the Board 
took office on Aug. 9. Naturally, we are 
still groping in the dark on many vital 
matters of organization and policy and, 
therefore, particularly need your help and 
the indulgence of the people. 

We had, however, the good fortune to 
start after the President and his chief aids 
in the various stages of this depression, 
such as Secretary Mills, Governor Meyer, 
and General Dawes, had with imagination 


not engaged in animal husbandry must be 
aided in the orderly marketing of his prod< 
uce. Credit heretofore furnished by the 
banks for these purposes is, for obvious 
reasons, restricted or unobtainable and 
must be supplied by these regional credit 
corporations. 


Mission a Temporary One 


That the difficulties inherent in the at- 
tempt to satisfy the agriculturist and at 
the same time to protect the Corporation 
from loss through unsafe loans are consid<- 
erable, goes without saying. One can only 
point out that similar difficulties always 
exist in banking operations, and that they 
can only be minimized by the most pains- 
taking selection of personnel and the most 
rigid oversight by the parent body. These 
the directors pledge themselves to give. 

Other opportunities for service have been 
given by the provisions which enable the 
Corporation to participate in the financing 
of sales of surplus agricultural products in 
foreign markets, and to make loans to 
“bona fide institutions” to assist in the 
orderly marketing of agricultural com- 
modities and livestock. 

In many and probably in all of these 
ways the Reconstruction Finance Corpora- 
tion will seek to promote the restoration 
of.our country to its normal condition— 
which is a condition of reasonable plenty, 
and of economic security. But it should 
never forget, and I believe it never will 
forget the temporary nature of its mis- 
sion. It should seek, and I believe it 
will seek so to discharge the great trust 
committted to it, as to avoid, to the great- 
est extent possible, any competition with 
private enterprise, and any shock to busi- 
ness or industry when, its work being 
done, and I hope well done, it finally sur- 
renders its charter. 






Bank Board 


and courage blazed a trail whose arrows 
all point toward success. 

The fundamental plan of the law is to 
set up a system of regiopal banks for the 
rediscount of mortgages and to give to the 
great groups of financial institutions en- 
gaged in extending long-term credits based 
upon real estate some measure, at least, of 
that liquidity which the Federal Reserve 
System supplies to commercial banks. The 
plan in its inception, however, was not 
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concerned with the need. of liquidity, as 
we now use the phrase. It was not de- 
signed so much to prevent the catastrophe 
of freezing as tO promote the steady, even 
flow of credit that it might irrigate the 
fields of home Ownership and mortgage 
investment. 

If men are to buy their homes out of 
their savings before their children are 
grewn, mortgage money must have three 
qualities. First, it must be available for 
definite and long periods. Second, it 
must be willing to charge a moderate rate 
of interest. Third, it must be ready to ac- 
cept modest and regular sums in repay- 
ment of the principal. Uniess money is 
steadily available to meet all these con- 
ditions, men must first save substantially 
and then buy homes for their older years. 
Some say this is the proper way. But the 
. Sponsors of the Home Loan Bank believe 
that in this Nation the more men who own 
their own homes in which to rear their 
children—the more children who are 
reared in an owned home and not a rented 
house—the better will be both our social 
and our economic order. 


A Composite Institution 


So the plan was to create a liquid fund 
of mortgage capital to fiow where needed. 
But, by the time it was ready for presen- 
tation to Congress, the depression was 
upon us. So there were grafted upon the 
long-range plan certain features forced 
by the emergency and now it is a com- 
posite of a relief organization and a per- 
manent institution. The problem of the 
Board is to make it function immediately 
but to prevent the emergency from leaving 
imprints of dangerous precedent upon its 
policies. 

The legal forms into which we are to 
pour the concrete are briefly as follows: 

A board of five men, known as the 
Federal Home Loan Bank Board, has 
been established by appointment of the 
President. Our first function was to di- 
vide the Nation into not less than eight 
nor more than 12 districts. In each dis- 
trict we are to establish a Federal Home 
Loan Bank, designating some city as its 
headauarters. 

And may I pause here to express our 
gratitude to the officers of Chambers of 
Commerce throughout the United States 
for their modesty which has kept them 
from disturbing us with requests for the 
location of banks in their cities between 
the hours of 3:30 and 5 a.m. And may 
I also thank you gentlemen in advance 
for your consideration in leaving town to- 
morrow night without disturbing us on 
that question. 

We are to open books in each district 
for subscriptions to the capital stock, 
which the law states shal] be not less than 
$5,000,000 in each gistrict. 

This stock may be purchased only by 
building and loan associations, -insurance 
companies and savings banks, at the rate 
of 1 per cent of the amount of home mort- 
gages held by them. The subscription 
books are to remain open for 30 days. If 
by that time, subscriptions for the full 
minimum capital we may have fixed for 


Address of Paul Bestor, Commissioner. Federal Farm Loan Board . 


CHAIRMAN ROBINSON: The Federal 
Farm Loan Bank system has been operat- 
ing for several years. The chairman of 
the board of that system is more familiar 
with the problems involved in farm loans— 
I believe he is—than any man in the 
United States. He has had these problems 
through all these years, and of course 
they have grown more serious in this de- 
pression; but I believe that no one can 
tell us about the farm loan mortgage sys- 
tem with greater basis of knowledge than 
Mr. Paul Bestor, its chairman. 


Adequate Funds Assured 


MR. BESTOR: As of July 31, 1932, the 
12 Federa) land banks had outstanding 
farm mortgage loans of $1,143,000,000. The 
recent action of Congress which was taken 
upon the recommendation of the President 
in providing for the subscription of $125,- 
000,000 of additional capital in the Federal 
land banks nas furnished funds to enable 
the banks to continue their loaning opera- 
tions. The adequacy of funds for this 
purpose has been further assured by a 
commitment of the Reconstruction Fi- 


CHAIRMAN ROBINSON: I would call 
your attention now to that great depart- 
ment of the Government which has, 
through the last 15 or 20 years, been of 
great assistance to business, and at this 
time is of even greater assistance. The 
Department of Commerce is now repre- 
sented here by its new Secretary of Com- 
merce—Mr. Roy D. Chapin. 

SECRETARY CHAPIN: I am sure we 
are all Jleeply appreciative of the clear 
and comprehensive picture which has been 
developed for us this morning by the 
Previous speakers. 


the agencies which have been made avaii- 


They have described — 


the district have not been secured, the 
balance of the capital is to be subscribed 
by the Reconstruction Finance Corpora- 
tion, which is authorized to subscribe up 
to $125,000,000. 

We are then to select a regional board 
of directors of 11 in each district, who 
will serve until January, when nine of 
their successors will be elected by the 
stockholders. the other two to continue to 
be appointed by the Board. 

The banks, when set up, are authorized 
to make loans to their stockholders, se- 
cured by mortgages owned by these stock- 
holder members. No member may borrow 
more than 12 times the amount of its 
holding of stock. 

The mortgages pledged as security may 
not be upon properties worth more than 
$20,000. and must be home mortgages on 
properties designed for the dwelling of 
three families or less. For the purpose 
of promoting long-term financing of loans, 
advance may be made ¢o a building and 
loan association against a mortgage orig- 
inally written for eight years or more 
to the extent of 60 per*cent of the unpaid 
principal. but not to exceed 40 per cent 
of the value of the real estate mortgaged. 
If the term was originally less than eight 
years, the advance may be only 50 per 
cent of the unpaid principal and not more 
than 30 per cent of the value of the real 
estate. 

It is proposed to raise further funds for 
the system by the sale of debentures se- 
cured by the obligations of the borrowing 
stockholders on a basis that guarantees at 
least $190 of unpaid mortgage principal 
back of every $100 worth of debentures. 
The debentures will also be secured, of 
course, by the whole assets of every stock- 
holder borrower to the exteni of its in- 
debtedness and the debentures of each 
bank will be secured by the assets ol 
the entire system. 


Bonds Are Tax Exempt 


There is also an interesting provision 
which makes the debentures tenderable 
at par in settlement of indebtedness due 
to the banks which should give them at 
all times a high degree of marketability 
very close to par. In addition, they are 
exempt from al] taxes except surtax and 
estate, gift and inheritance taxes. Alto- 
gether they will constitute obligations sec- 
ond only to Government bonds in attrac- 


tiveness. and should be salable at low 
coupon rates. 

The capital advanced by the Govern- 
ment to meet any shortage in original 


subscriptions is to be returned at the rate 
of 50 per cent of each subscription sub- 
sequently obtained. Finally, the law pro- 
vides that until the Government's advance 
has been repaid, any home owner who 
comes within the limits of the act and 
who is unable to obtain mortgage money 
from any other source may obtain it from 
any bank organized under the act. 

To date, thanks to the generosity of the 
Department of Commerce, we have at 
least succeeded in getting offices and in 
collecting a staff, so that you gentlemen 





nance Corporation to make loans to the 
banks up to $30.000,000—such loans to be 
evidenced by Federal Farm Loan bonds. 
The Farm Loan Board has been assured 
by the Federal Jand banks that they have 
ample funds for loaning purposes and 


that it is their policy to accept all eligible 
and desirable loans offered through sol- 
vent national farm loan associations. The 
banks can not, of course, make loans 
to farmers who are too heavily involved 
or to other than those who are, at the 
time of application, or shortly thereafter 
to become engaged in the cultivation of 
the farms to be mortgaged, or who can 
not meet the requirements of the law in 
other respects 

As indicated by the President at the 
time of his signing the bill providing for 
additional capital funds, it was expected 
the measure would “above ali bring relief 
and hope to many borrowers from the 
banks who have done their honest best 
but because of circumstances beyond their 
control have been unable to make the 
grade.” That the banks have carried out 
the spirit of this expectation is evidenced 
by the fact that as of July 31, 1932, only 
5.2 per cent of the total delinquent loans 
were in foreclosure. 
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may all be spared the time of recommend- 
ing further persons for employment. 

We have determined to lay out twelve 
districts and have defined their bound- 
aries. We have fixed the minimum capital 
for each bank at figures which total $134,- 
000,000 for the country as a whole. Very 
shortly, we hope to name the cities where 
the banks are to be located and then to 
open subscription books. We are deter- 
mined that every bank shall be open and 
doing business by Oct. 15. We need your 
help. 


New State Laws Needed 


We need it first in getting subscriptions 
to the capital. In some States, the insti- 
tutions eligible to beceme stockholders, 
may not purchase stock o° any kind under 
existing law. We want your help in hav- 
ing those laws changed. We want to limit 
the Government's initial subscription as 
much as we can both to reduce its financing 
needs and to make it easier to repay its 
capital by having the smaller sum at the 
start. Some States anticipate special leg- 
islative sessions at early dates. We hope 
that all of them will legalize investment 
in Home Loan Bank stock for eligible 
institutions and in the debentures for all 
institutions and for trust funds. 


We need your help even more on the 
emergency phases of our work. By Oct. 
15, we will have available 134 millions of 
capital to loan against or upon mortgages. 
As soon thereafter as more is needed, we 
shall issue debentures. Consequently, 
after Oct. 15, the money we can make 
available should substantially relax tension 
and pressure throughout the country. But 
we ‘don't intend to wait until Oct. 15 for 
a betterment of conditions. 

There are two major evils which can be 
attacked at once. The first is the fore- 
closure of existing mortgages—sometimes 
because of arrearages of interest or taxes, 
but quite as often because of refusal to 
renew or continue them. This condition 
has been accentuated by the tremendous 


number of receiverships of banks and 
other lending institutions. Many of the 
receivers, in their proper effort to pay 


dividends to depositors and creditors, have 
been demanding payment of mortgages 
and bringing foreclosure proceedings. 

The Reconstruction Finance Corporation 
can loan to these receivers against these 
very mortgages funds with which to pay out 
depositors. Therefore, such foreclosures 
must stop until the Home Loan Banks are 
functioning and pouring new funds into 
the mortgage investment field. I am very 
happy to be able to say that, upon our 
request, Comptroller Pole yesterday in- 
stantly agreed to order every National 
Bank Receiver to suspend foreclosure pro- 
ceedings for 60 days. We are today wir- 
ing every State supervising authority, re- 
questing like action. We want your help 
to see not only that receivers generally 
grant this 60-day respite, but that other 
lenders do likewise. 

There are times when forced liquidation 
of indebtedness is indefensible—certainly, 
if any other means of procuring funds 
exists. Payment may be nominated in the 


The officers and directors of the Fed- 
eral land banks are ex-officio officers and 
directors of the Federal intermediate credit 
banks, which also are under the supervi- 
sion of the Farm Loan Board. The in- 
termediate credit banks have increased ihe 
volume of credit extended to agriculiure 
by them from a total of $138,255,000 in 
1929 to $267,994,000 in 1931 and $145,865,- 
000 for the first seven months of 1932. 
They have been of particular assistance 
during this period when the need for in- 
termediate credit has been greater than 
usual and in localities where the fail- 
ure of country banks or other causes have 
affected usual credit sources. 


Factors in Improved Credit 


An agreement of the part of the Recon- 
struction Finance Corporation to under- 
write debentures of the intermediate 
credit banks several months ago when 
market conditions were ufisatisfactory, 
and the subsequent enactment of the 
Norbeck-Steagall bill, which among other 


things amends the Federal Reserve Act 
to permit intermediate credit bank de- 
bentures to be used by member banks as 
collateral for 15-day borrowing, have been 
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able by-the Government to aid the Nation 
in its struggle to overcome destructive 
economic forces. Speaking for myself, 
since coming to Washington recently I 
have been tremendously impressed by the 
scope anc compieteness of the program 
which has been evolved to strengthen 
business in this great emergency. What 
have appeared to many to have been but a 


succession of scattered pieces of legisla- 
tion now reveal themselves as integral 


parts of a well-designed machine. The 
Government has provided these facilities— 
today’s meeting makes clear just what 
these are and how you can utilize them. 

The speakers this morning have told 
us of the new agencies created, and spe- 





cial measures provided for meeting the 
difficulties that confront us today. To 
complete this picture it is also necessary 
to draw attention to the other agencies 
and facilities which are available in pro- 
viding service and protection to commerce. 
Among the executive departments, the one 
which is charged especially with this re- 
sponsibility for business and industry 4s 
the Department of Commerce. 

The Department of Commerce, as stated 
by President Hoover when Secretary of 
Commerce 11 years ago, “is not an or- 
ganization for the regulation of trade and 
industry—it is in the widest sense a de- 
partment of service to industry and com- 
merce.” In its"present form, the Depart- 
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bond but, as Portia proved, it may not 
rightfully be exacted when payment 
drains the life-blood. And these days the 
courage and hope of men and women are 
the life-blood of our recovery. It would 
be shameful if, with relief in sight se 
soon, their courage and hope should be 
extinguished by taking away their homes 
and their life savings. 

Then somebody must begin loaning new. 
There are two types of loans which the 
public must have and which, if made, will 
speed the general recovery. Recovery 
from depression begins when things wear 
out and must be replaced or repaired. 
That's why textiles and shoes usually lead 
the way—are leading it now. The way te 
lead the building industry out of the 
depths of this depression is to start repair 
and replacement loans on real estate. They 
add to the security of the lender's mort- 
gage. They give employment. They pre- 
vent the depreciation of property. The 
funds must be found. Then our munici- 
palities are starved through failure to col- 
lect taxes. 


I heard of a city yesterday—a sizable 
one, too—where the schools may not open 
next month because tax collections are so 
bad and the debt limit is reached. Loans 
to pay taxes help that problem and save 
interest and penalties. The home loan 
banks will be ready to rediscount mori- 
gages within 60 days. The normal lend- 
ing institutions should begin to make new 
or additional loans for repairs and taxes 
at once. Fine work has been done in 
this direction by some of your committees 
already. This has been notably success- 
ful in New York under Mr. Young's lead- 
ership. We earnestly hope it will be ex- 
panded. 


Relaxation of Mortgage Credit 


One of the cleverest bankers I know 
wrote all his mortgagors, in advance of 
their interest date, not to pay their in- 
terest if so doing would prevent their pay- 
ing taxes and maintaining their proper- 
ties. AS a result, all the praperties on 
which his bank holds mortgages are in 
fine condition and his deposits have in- 
creased because everyone feels sure his 
bank must be in fine shape if it does not 
have to press for payment of interest. We 
want your help in spreading the appeal 
for loans for these purposes. With your 


help, the relaxation of mortgage credit 
will begin even before we start loaning 
money. 


We will doubtless make many mistakes 
in our handling of our problems. But we 
do not intend that one of them shall be 
lethargy. The pathos that daily crosses 
our desks forbids that. You must help us 
lighten that pathetic burden. 

And yet, with all the pathos, no one can 
come in contact with Americans in trou- 
ble as we all do every day and seriously 
doubt that future. 

With the steady courage our people are 
showing, with such gatherings as this 
here today, the lights now visible on the 
horizon can not be a mere aurora. They 
must be the dawn. 





large factors in improving the market for 
debentures and increasing the volume of 
agricultural credit. The result of the 
amendment to the Federal Reserve Act 
has been to enable the intermediate credit 
banks to reduce their loan and discount 
rates to agriculture. On Aug. 15, 1932, 
the discount rates of the intermediate 
credit banks as well as the rates of in- 
terest charged on loans to cooperative 
marketing associations were 3's per cent 
for 10 of the banks and 3 per cent for 
two banks, as compared with maximum 
rates of 5's per cent and 6 per cent just 
prior to the passage of the amendment. 

The Federal intermediate credit banks 
are endeavoring to cooperate with the 
Department of Agriculture, the Recon- 
struction Finance Corporation, the Farm 
Board and other agencies in extending 
credit to agriculture and are in a posi- 
tion to accept all eligible business from 
all qualified discounting agencies or coop- 
erative marketing associations. An in- 
crease in the number of well capitalized 
and well managed credit corporations and 
livestock loan companies should enable 
the intermediate credit banks to expand 
still further their services to the farmers 
and stockmen of the country. 





ment 
ideals. 

As Secretary of this Department, it is 
my great pleasure to welcome so distin- 
guished a group of business leaders to 
our new building. This building makes it 
possible for the first time in the history 
of the Department to bring together un- 
der one roof all phases of our work ex- 
cept that of the Bureau of Standards. 
This centralization has not only greatiy 
facilitated the-work of the Department, 
but has also resulted in saving a haif- 
million dollars annually in rent and in 
eliminating overlapping administrative 
functions. 

It is unnecessary at this time for me ta 


represents a fulfillment of 


these 
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describe in detail the var‘ed activities of 
the Department. The present situation, 
however, presents many problems upon 
which we are prepared to give informa- 
tion and assistance—problems which may 
be touched upon in the discussions today 
but which some of you may wish to study 
further. It is my duty as well as my op- 
portunity, therefore, to invite you to. make 
use of the many valuable facilities we 
have to offer. 

Many of our difficulties arise from the 
present depressed state of the construc- 


tion industry. Although not, strictly 
speaking, a branch of the Department, 
the Federal Employment Stabilization 


Board, of which I have the honor to be 
thairman, is housed in this building. This 
Board is concerned with the advanced 
planning of public works, not only of the 
Federal construction program, but of 
other governmental] units. The Board has 
available for your use very complete in- 
formation on activities of the construction 
industry, and on various related factors 
such as municipa! financing. 


Interest in the Home 


The Government’s continuing interest 
in the broad problems of home building, 
home ownership, and home financing is 
centered in this Department. In addition 
to carrying on its own work in this field, 
through the Division of Building and 
Housing, the building provides quarters 
for the offices of the Federal Home Loan 
Bank Board and the President’s Confer- 
ence on Home Building and Home Owner- 
ship. One important result of the Presi- 
dent’s Conference on Housing was the 
establishment of a committee on modern- 
ization and reconditioning of homes which 
in cooperation with local and national or- 
ganizations has been stimulating employ- 
ment in this field of construction. We 
shall be very glad to make available to 
you the results of our studies in the prov- 
ince of building and housing. 

Of particular interest at the present 
time are the recently inaugurated surveys 


of so-called “blighted areas” resulting 
from rapid shifts in the location of resi- 
dential and business districts in many of 
our cities. Such shifts have been acceler- 
ated by the great advance and changing 
character of urban transportation in the 
last decade. The effects of these develop- 
ments, coupled with the influence of new 
materials and new methods being used in 
the building industry and new equipment 
designed to increase efficiency and com- 
fort in working and living conditions 
promise startling changes throughout the 
whole field of city planning and of resi- 
dentia! and business construction. The 
coming decade will be noted for the ad- 
vance in this direction. 


Foreign Trade Information 


There are 128 foreign countries with 
which the United States carries on trade. 
The Department endeavors to furnish all 
available information on imports and ex- 
ports, and on tariffs, exchange rates and 
other regulatory measures that affect 
trade. This is the only establishment, 
public or private, in the country, where 
such information is made _ currently 
available to business. 

If any of you are iaced with any prob- 
lems in the field of our foreign commercial 
relations, as result of. such developments 
as the Oitawa Confernce, the existence 
of tariffs and trade restrictions abroad, 
or the operation of branch factories in 
foreign countries, the Department is in 
a position to provide current information 
and render assistance. 

Perhaps some oi you gentlemen have 
thought of the Department as being con- 
cerned primarily with the promotion of 
foreign trade. As a matter of fact, more 
than 90 per cent of our work is in other 
fields. 

The enormous task of compiling the cen- 
sus returns on pvupuiation, occupations, 
manufactures, and many other subjects, 
is now being completed. In connection 
with this important work, for the first 
time in this or any other country of the 
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world, information has been made avail- 
able on markets and consuming power, 
and on many other phases of distribution. 
These are proving of great value to busi- 
ness. 


Our studies of merchandising costs and 
methods of mercantile credits and -the 
causes of commercial failures are throw- 
ing new light on these problems.in the 
field of distribution. The Department at- 
tempts to bring together in one place all 
of the available current statistics on va- 
rious phases of American business activity. 
Much of this information appears in 
Printed form, but the many experts and 
specialists on our staff are not only willing 
but anxious to aid in every way possible 
in the effective application and use of this 
information. 


In the field of science and techology, 
the Department is aiding the rapid de- 
velpoment of new products, new methods, 
and new applications through the serv- 
ices and facilities of the Bureaus of 
Standards and Mines and the Patent 
Office. It is encouraging to realize that 
although much of our machinery has been 
idle the inventive genius of the Nation, 
which has contribuied so much to our 
industrial progress and to advancement in 
our standard of living, has been working 
overtime. More inventions were passed 
on by the Patent Office in the last fiscal 
year than ever before in our history. 


Development of Transportation 


This Department has always been active 
in the development and maintenance of 
transportation facilities. Regulations, 
rigid inspection of aircraft and the main- 
tenance of lighted airways and radio range 
beacons are aids in the field of aeronau- 
tics similar to those provided for water 
travel under our supervision. In addi- 
tion, the Department cooperates in mak- 
ing special investigations and _ surveys, 
such as: Studies in warehousing, move- 
ment of perishable goods, and industrial 








traffic management. During recent: years, 
special research has also been undertaken 
in the field of ocean, inland waterway 
and motor truck transportation. Much 
helpful information pertaining to the pro- 
motion and development of transportae 
tion is available in the Aeronautics Branch 
and in our Transportation Division. ‘ 

To one who is unfamiliar with the or« 
ganization and location of the Govern- 
ment agencies in Washington, they ap- 
pear to be a maze of specialized units. 
This Department, therefore, attempts to 
function in such a way as to make it 
easier for the business man who comes 
to Washington to find the information he 
wants, whether it be available in this 
Department or in the many other De- 
partments, boards and commissions of 
the Government service. 


Government Facilities 


We have provided an information bu- 
reau in the main lobby for the use of 
those attending this conference who may 
wish to avail themselves of the facilities 
of the Department or of other branches 
of the Government. We realize that your 
time on this visit to Washington will be 
short and at the suggestion of the staff 
of the Department we have arranged to 
have the offices open this evening, and 
the directors of bureaus and chiefs of 
the various divisions will be available to 
meet your needs in any way possible, 
either tonight, tomorrow morning, or at 
any time. 

I cannot urge too strongly that business 
become intimately acquainted with and 
to use the facilities which have been pro- 
vided through the creation of these special 
agencies, as well as those furnished by 
the more permanent organizations of the 
Federal Government. Never before in our 
history has there been a greater need for 
the most effective use of all existing 
agencies. 

I extend to you a most cordial invita- 
tion to bring your business problems to 
us and let us try to help you. 


Address of Owen D. Young, Chairman, Banking and Industrial Committee. 


CHAIRMAN ROBINSON: Whenever a 
community gets into difficulty, or business 
gets into trouble, wnere are in every com- 
munity some men, generally comparatively 
few, to whom the community turns for 
solution of the problem or the difficulty. 
Such men give of themselves without stint 
or measure. Whenever, in the last 15 
years business problems, community prob- 
lems or national problems developed’ to a 
point where they seem almost insoluble, 
ore man who has always been called to 
assist in ihe solution, and having been 
called always comes forward and does at 
least his full share, is Mr. Owen Young 
whe is Chairman of the Banking and 
Industrial Committee of the Second Fed- 
eral Reserve District. 

MR. YOUNG: My brief part in this 
program this morning is to say a word 
regarding the banking and industrial com- 
mittees which now exist in all of the Fed- 
eral reserve districts. The New York 
committee was the first to be organized. 
It was born as the result of an immediate 
need and not as a part of a comprehensive 
pian. 

On May 18, at a dinner given by the 
Secretary of the Treasury to a group of 
bankers and. industrialists, at which Gov- 
ernor Meyer of the Federal Reserve Board 
and Governor Harrison of the Federal 
Reserve Bank of New York were present, 
it was suggested that it would be helpful 
to set up.a committee which might act as 
a clearing house for programs in the eco- 
nomic field. 


Different Points of View 


There was no organization available for 
that purpose. If a plan were suggested, 
there was no one to send it to and no 
organized group to give it consideration. 
The burden of talking about it to a large 
number of different individuals and dis- 
cussing it with them separately inevita- 
bly resulted in so many different points 
of view that no coordinated action could 
or did take place. It was for this general 
purpose that the New York committee was 
created 

For example, there was’ considerable 
general talk about legitimate industry 
being refused credit. It was thought that 
such a Committee as this might make a 
survey of the district for the purpose of 
ascertaining whether that general charge 
was true, and if true, of finding some 
way to correct it. The general bond mar- 
ket was disorganized simply because there 
might not be any buyers at times when 
bonds were forced on the market for 
liquidation purposes. 

The consequence was that a very few 
bonds would often force down the price 
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of large issues and reflect in total large 
losses in security portfolios when, as a 
matter of fact, not the value of the. bond 
but only a disorganized market caused the 
decline. Tne problem of providing a 
buyer for good bonds which were cheap 
not as a method of artificially stimulating 
the bond market, but as a_ prevention 
against its disastrous and unreasonable 
disintegration and decline, -was naiuraliy 
a thing to be considered by such a Com- 
mittee. 

The whole. question of commodity 
prices could be studied by such a group 
for the purpose of seeing whether or not 
additional. facilities were needed to aid 
in the movement of commodities from the 
producer toward the ultimate consumer. 


Question of Mortgages 


The whole question of mortgages on 
small homes was something which such 
a Committee might also study. Foreclo- 
sure of such mortgages was going on not 
because the security was inadequate, but 
because the lender for one reason or an- 
other might himself be compelled to de- 
mand payment when there was no other 
lender to take his place. 

Such questions naturally would come 
before the Committee. In any event, as 
a result of the discussion on the even- 
ing referred to, Governor Harrison of the 
Federal Reserve Bank of New York ap- 
pointed a Banking and Industrial Com- 
mittee for the Secorvd Federal Reserve dis- 
trict composed of 412 members, one half 
commercial bank~ and the other half 


people connected “vith diversified indus- 
tries. 
Mr. Mills and Governor Meyer, con- 


vinced of the usefulness of the Commit- 
tee in New York, encouraged the creation 
of similar committees elsewhere. Soon 
such committees were created in all the 
Federal reserve districts, in each case, I 
think, by the appointment of the gov- 
ernor of the Federal reserve bank of the 


district. We have, as a result, 12 groups 
functioning in segregated areas in the 
Nation. Now, of course, we have all 


learned that It is quite impossible to deal 
with this depression in insulated compart- 
ments. 

For example, if credit facilities for the 
great number of small units in the needle 
trade in the City of New York breaks 
down: because of the failure of the small 
banks previously granting them credit, 
or if regular credit facilities of the smaller 
factories are impaired, then not only are 
those trades affected in the City of New 
York, but the textile mills of New Eng- 
land and of the South likewise feel the 
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paralysis until ultimately this creeping 
disease finds it way back to the farmer 
who produces the cotton and the wool. 


It is obviously hopeless for us to ac- 
complish much in this country unless we 
can unify and coordinate the action of 
these groups in the several districts. Then, 
too, it was not only necessary to coordi- 
nate these committees in the different 
districts, but many of their activities are 
intimately related to and limited by the 
policies of the Federal Reserve System 
and the Reconstruction Finance Corpora- 
tion. 


So just as the Federal Reserve System 
has a Federal Reserve Board in Wash- 
ington to coordinate the activities of the 
several banks, it seemed wise that these 
committees should develop, if possible, 
a central group to coordinate the 
activities of the committees and insure 
cooperative and effective attacks, not only 
on the same things but at the same time 
throughout the Nation. That led quite 
naturally to the kind of meeting which 
we had yesterday of the chairmen of the 
committees of the various districts. 

We hope now that as a result of this 
meeting we can integrate the activities 
of the committees and make them much 
more useful as a national agency repre- 
senting private business in cooperation 
with the several governmental agencies 
and thereby make more effective our 
drafts on both public and private credit. 

You will see from my recital of the 
growth of these committees, that as I said 
at the beginning, they were not produced 
in accordance with a plan previously con- 
ceived, but have grown into this meeting 
largely through their own evolutionary ne- 
cessities. 


Object of Committees 


They have one object and only one, and 
that is to restore as rapidly as possible 
the proper functioning of our economic 
machinery, not only so that the savings 
of our people, whether in banks, in insur- 
ance companies, or legitimate securities, 
van be protected, but more important than 
all. so preduction and consumption may 
again be restored to such activity as will 
enable the unemployed to be put to 
work and to permit those in need again to 
meet their needs with self-respect. 

We have to remember that in any event 
both public and private funds wil be drawn 
upen for unemployment. It is the prime 
object of the Banking and Industrial Com- 
mittee to see to it that sa far as possible 
they are used for employment. If we suc- 


ceeo even in smail measure in this un- 
dertaking and can do it before the Winter 
comes, then, Mr. Chairman, I think these 
committees will have rendered a very 
great service to business in the United 
States. 

And not only to business, because that 
is secondary, but to men and women who 
need food and shelter, and most of all who 
need to retain their own self-confidence 
and self-respect. 


Not a Partisan Problem 


And indeed not only their self-confi- 
dence and self-respect but what is even 
more as than all, to enable them 
and ys to etain the confidence of the 
childrén who are coming on. A father’s 
job lost does more than humiliate the 
parent. It does more than weaken the re- 
spect of the child. It threatens that sta- 
bility and so that opportunity for the fu- 
ure which is the basis of our hopes and 
the impulse for our accomplishments. 


Mr. Chairman, that is our problem here. 
It is not one of partisan politics. It is a 
problem of the perfection for the future of 
a social and economie system which is the 
only one having back of it the human er 
perience of thousands of years, and 
however faulty, it is the one into which 
is welded the evolutionary backgrounds 
of the peoples of the world. 


CHAIRMAN ROBINSON: Gentlemen, I 
want to call your attention to the fact 
that the Reconstruction Finance Corpora- 
tion heads, those of the Farm Loan Bank 
Board and of the Federal Reserve Board, 
the Department of Agricuiiure, the Fed- 
eral Farm Board and the Federal Farm 
Loan Board are all in this building, and 
that any of you having specific questions 
which you desire to put up to the experts 
of these different organizations will find 
them there after the meeting this after- 
noon. I want also to correct the statement 
that appears on the program that this 
afternoon’s session will be an executive 
session. It will be an operrsession for the 
members of the conference, just like the 
one this morning. We propose this after- 
noon to present’the report of the Central 
Committee which was prepared yesterday 
and propose to have discusison on certain 
of the subjects—on all of the subjects con- 
tained in that report, and possibly some 
others. I would ask that those of the 
members of the Central Committee who 
are not on the platform would come here 
so that we may have a few moments’ dis- 
cussion, not only of this afternoon’s pro- 
gram, but of this afternoon’s probable 
program. 


Resolution Proposed by Chairmen of Banking and Industrial Committees 


CHAIRMAN ROBINSON: Gentlemen, I 
have to report on behalf of the Chairmen 
of the Banking and Industrial Committees 
who met on Aug. 25, 1932, certain resolu- 


tions adopted at a meeting of the chair- 
men and a few additional gentlemen who 
were present and. who tentatively. consti- 
tuted. a Central Committee, and I will 
read the resolution: 


“Resolved That the .Chairmen.of. the. 
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Banking and Industrial Committees, to- 
gether with Messrs. Robinson, Reynolds, 
Robertson, Governor Meyer, Governor 
Harrison, Messrs. Pomerene, Miller, Fort, 
and R. P. Lamont, and the Secretaries of 
the Treasury and Commerce, shall consti- 
tute a Central Committee to act as a 
central point of contact in those matters 
requiring. cooperation. between various 
public, and semipublic agencies and the 


several .Banking -and Industrial Commit- . 


tees, and to be of assistance to voluntary 
committees formed for the purpose of 
carrying out definite undertakings. 

“Resolved further, That an Executive 
Committee of the Central Committee 
shall consist of the Chairman, any three 
chairmen of the several Banking and In- 
dustrial Committees, and the Secretary of 
the Treasury. or the Secretary of Com- 
merce. 


-“@he. Governor .of . the: Federal. Reserve . 


Board, the Governor of the Federal Re- 
serve Bank of New York, the Chairman 
and President of the Reconstruction Fi- 
nance Corporation, shall be ex officio 


members of such Executive Committee, 
but shall not be necessary for a quorum, 
“Resolved further, That there are hereby 
created the following subcommittees: te 
consider the follewing subjects: 
“(1) The problem. of making available 
credit . affirmatiyely; useful. te . business. 








. Willard and Houston. 


is problem 


:: of new equipment 


» Chairman, Mr. Young. Committee to be 
’ selected by him. 


“(2) Increased employment on railroads 
and stimulation of industry through ex- 


pansion of maintenance of equipment and 
purchase of new equipment in cooperation 
with the Interstate Commerce Commis- 
sion and the Reconstruction Finance Cor- 
poration. Committee to consist of Messrs. 
(With the power 
to add to that committee.) 

“(3) Extension of capital expenditures by 
industry in the way of replacement of 
obsolete and worn-out equipment and 
otherwise. Chairman, Mr. Robertson. 
Committee to be appointed by him, with 
cooperation of Banking and Industrial 
Committee Chairmen. 

“(4) Increased employment through 
sharing work movement. Chairman, Mr. 
Teagle. Committee to be appointed by 


Statement of 


MR. WILLIAMS: When the general 
problem outlined to the Banking and In- 
dustrial Committees was first presented to 
the personnel of those committees, the 
committee of which I have the honor to 
be the Chairman conceived its obligation 
and its responsibility to be almost entirely 
within the definition of the field which 
the Chairman has just described, namely, 
to make available all surplus credit. 

We conducted a characteristic survey of 
the manufacturing and mercantile estab- 
lishments of the district and Had a very 
surprising result. It was a result not so 
much of quality as it was of protest. When 
we had finally sifted out by classes all 
of the replies to that questionnaire, we 
discovered, of course, that the great ma- 
jority of the responses were from those 
who really required capital loans, which 


Banking and Industrial Committee Chair- 
men, 

“(5) Possibility of stimulating repair and 
improvement of home movement. Messrs. 
Avery and Woolley and such members as 
they may appoint with cooperation of 
Banking and Industrial Committee Chair- 
men. 

“(6) Organization of committees in the 
several districts to assist home owners 
with maturing mortgages along the lines 
described by Mr. Miller. 

“The Committee further recommends 
the active cooperation of all Banking and 
Industrial Committees in working out the 
problems incident to the making of so- 
called self-liquidating loans by the Recon- 
struction Finance Corporation for public 
and semipublic projects, and for slum 
clearance and housing projects as pro- 
vided in the Emergency Relief Act; in aid- 
ing the making of cattle loans by the 
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Reconstruction Finance Corporation and 
Agricultural Credit Corporation; in as- 
sisting the establishment of Agricultural 
Credit Corporations, provided for in the 
same act, and in facilitating the adequate 


functioning of the new Home Loan Banks. 
“The Committee further recommends 


that each Banking and Industrial Com- . 


mittee continue vigorously to devote itself 
to the solution of the economic and em- 
ployment problems of their districts, as 
outlined in today’s discussion, and more 
particularly direct their efforts to supple- 
menting the efforts of existing relief 
agencies and fo make more effective the 
facilities furnished by these institutions, 
and that in the carrying out of this work 
full use be made of the Centra! Commit- 
tee for the purpose of the interchange of 
ideas and experiences and the develop- 
ment of sound proposals.” 


Fourth Federal Reserve District 


was entirely outside of the area in which 
we could be of service. We did, however, 
discover a very considerable number of 
specific cases which we felt were deserv- 
ing on the face, at least, of a careful 
scrutiny. I think perhaps we have dealt 
with an aggregate of 50 cases of that kind. 
That may not in the statistical sense ap- 
pear large but each one of them has un- 
derlying it a very substantial employment 
question in whatever neighborhood it may 
arise. 

We have dealt successfully, I feel, with 
no less than half of those cases. In some 
cases it has been possible through the 
medium and the assistance of the Federal 
Reserve Bank officers in the Fourth Dis- 
trict to get a direct supply of credit from 
the banks directly involved or from which 
one might reasonably expect-a sense of 
responsibility toward the particular case; 
in others, where banking resources had 


entirely broken down within a given com- 
munity, we have had to find new banking 
resources, which meant new banking con- 
nections. 

You will, of course, understand that none 
of these cases I am now referring to were 
anything but satisfactory credit bases for 
credit. In three different cases we have 
been able to supply capital in the long- 
term sense through enlisting the interest 
of those who had capital available for 
interesting manufacturing opportunities. 
That was the most surprising result of 
all to me because that was a thing which 
none of us had hoped to find in these 
times. I have not been specific beyond 
what I have just told you for obvious 
reasons. 

The assistance of these people has 
necessarily been of a confidential nature, 
but my efforts and those of my colleagues 
in this particular field have assured me 
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Now, before offering this resolution for 
a vote on the part of the Conference, we 
think that it would be wise for us to ask 
the gentlemen who are to act as chair- 
men of these various subcommittees which 


I have outlined and others familiar in 
some cases with the subject matter to 
make a more specific statement than was 
possible in the morning meeting of what 
this committee work means. 

Now, the first committee is the one hav- 
ing to do with the problem of making 
available credit affirmatively useful to 
business. The Chairman is Mr. Young. 
In the Cleveland District Mr. L. B. Wil- 
liams has been engaged in that particu- 
lar phase of the work and has had some 
experience. I am going to ask Mr. Wil- 
liams to make a statement of his ex- 
perience in specific attempts to make 
credit available. Mr. Williams. 


L. B. Williams, Chairman, Banking and Industrial Committee, 


that there is a very serious aid a very 
real need in many cases for a service of 
that kind from the banking aid indus- 
trial personnel. 

I have before me still on behalf of the 
Committee a great number of cases of 
that kind which must be considered. Fach 
one of them has to be dealt with specifi- 
cally, and has to be dealt with sometimes 
very cleverly. It is a matter of twisting 
and turning and making available to the 
use of people in such distress whatever 
can be found. But my testimony is to 
this effect, that there is a very real serv- 
ice to be performed, perhaps in every one 
of the 12 districts, in that field and that 
it is a service that can be performed, and 
performed to the encouragement of indus- 
try and to the restoration of a more nor- 
mal state of affairs in industry, if we can 
but be patient and expert in finding the 
problem and supplying its solution. 


Statement of Owen D. Young, Chairman. Banking and Industrial Committee, 


CHAIRMAN ROBINSON: Now that Mr. 
Williams has told you of what he has done 
specifically in the Fourth District, I am 
going to call on-Mr. Owen D. Young to 
make a statement in respect to the same 
subject matter. Mr. Young. 

MR. YOUNG: I was told last night 
about two colored gentlemen holding a 
conversation. One said to the other, 
“What would you do if you had all the 
money in the world?” The second one 
didn’t pay any attention. He said, “Oh, 
I am so worried about my debts, so wor- 
ried about my debts.” And the first one 
said, “I asked you what you would do 
if you had all the money in the world.” 
And the second one said, “I am so wor- 
ried about my debts.” “But answer me, 
what would you do if you had all the 
money in the world?” The second one 
said, “Well, I don’t know. I think I 
would pay it on. my debts as far as it 
would go.” 


Tapping Reservoirs of Credit 

That seems to be the temper of our 
whole community on this problem—this 
of tapping these reservoirs of 
credit and making them useful. Part of 
the people would discourage action alto- 
gether. There are those who don’t really 
feel like asking for credit, even though 
entitled to it. There are those who would 
discourage any further loans. Neverthe- 
less, we must not fail those who have both 
the courage to ask and the resources to 


. Support the request. 


Of course, there is the class which has 
the courage to ask and no resources. They 
exist not only in bad times but in good, 
and I do not suppose that even the Bank- 
ing and Industrial Committees or the 
great reservoirs of the Federal Reserve 
Banks and the Reconstruction Finance 
Corporation could satisfy the demands of 
that group. 

A few experiences of the New York com- 
mittee may interest you. The first thing 
that we undertook to investigate in New 
York was the home mortgage situation 
because we found that throughout the 
State, particularly, up-state, a great many 
mortgages were being foreclosed and 
equities of home owners were being com- 
pletely wiped out. In one small city the 
two banks had failed. That forced the 
Savings and loan association into insolv- 
ency, and, therefore, that whole commu- 
nity was in the hands of liquidators. Of 
course, every mortgage as it matured had 
to be called by the liquidator, because he 
had to have the money. But there was 
no source of new credit for the mortgagor, 
no matter what his margin of equity 
might be. Consequently, tragic cases of 
foreclosure were going on, and going on 
in large numbers in that community. 

That led us to investigate the savings 
and loan situation in the State of New 
York, and we discovered there that the 
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Savings and loan associations, some op- 
erating in the different communities of 
the State, had themselves for many years 
maintained a e¢entral bank which had 
from time to time issued long-term bonds 
against mortgages put up by its members 
and in that way was able normally to 
supply and iron out the demands for 
funds of the individual members. 

Of course, when the depression came on 
and long-term securities could not be sold, 
that meant the central bank was unable 
to function and the individual] savings 
and loan associations were having trouble 
in getting their receipts to equal their 
withdrawals. Therefore, they had no 
money to lend on mortgages. 

I speak of this because the interesting 
fact was that of the six bankers on our 
committee, representatives of large com- 
mercial banks in New York, not particu- 
larly familiar and having no reason to be 
familiar with the mortgage situatigp in 
the State, I think only one or perhaps 
two knew that there was such a thing as 
that central mortgage bank. Investiga- 
tion showed that it was a perfectly sound 
institution, that it had a perfectly sound 
basis for credit. The New York banks 
promptly provided a fund of $8,000,000 or 
$10,000,000 dollars which was put at the 
disposal of that central bank. It, in turn, 
was able to put that money at the dis- 
posal of its member savings and loan as- 
sociations, with the result that equities 
in many instances were saved. 


Sound Basis of Prohibition 


But that was not the important point. 
Ten million dollars was not a great fac- 
tor economically. Ten million dollars, 
perhaps,’ would not in itself cover great 
numbers of equities, but there was noth- 
ing which the New York committee had 
done from which I have received such 
great responses throughout the State as 
that discovery that there was a sound 
basis by which equities could be protected. 
And a feeling of confidence was replacing 
fear in many communities, replacing fear 
in the minds of people whose mortgages 
might mature in the next six months or 
eight months or ten months or twelve 
months. They felt that after all there was 
a place to which they could go; and, more 
iraportant than all, that the big bankers 
of New York were themselves taking in- 
terest enough in those equities to coop- 
erate in providing some funds to protect 
them. 

I speak of it not because the accom- 
plishment is of any great significance but 
because of the fact that it seems possible 
to make discoveries of a corrective where 
the normal credit machinery is broken 
down. So I suggest to all the committees 
in all the districts that you do not accept 
merely the general statement that every- 
one who is entitled to credit is getting it. 
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The banks are endeavoring to see to that, 
but if you investigate your situation— 
whatever discouragement you face at the 
beginning—you may find cases where our 
normal machinery has broken down, and 
you will have to find a way of tapping 
some one ~of these great reservoirs of 
credit, if not the excess reserves in the 
hands of member banks, then through 
their direct loaning. power, the resources 
of the Federal Reserve Banks; or if 
neither of these can function, then, per- 
haps, the Farm Loan and Home Loan 
Banks or ultimately the Reconstruction 
Finance Corporation. 


Units of ‘Trade Groups 


With such very large reservoirs of credit 
available we must see to it that everyone 
who is fairly entitled to it and can ad- 
vantageously use that credit is supplied 
with it. We must not be discouraged 
merely by a breakdown in the machinery. 
This morning I referred to the needle 
trades in New York. Now, they have 
great numbers of small units, employing 
in the aggregate very large numbers of 
people, an outlet for a considerable amount 
of textiles, financed heretofore by banks 
in the upper part of New York, some of 
them small. The Bank of United States 
States did a great deal, for example. And 
when those banks fail then the normal 
avenues of credit for trades of that kind 
break down. Here again is a breakdown 
in our own machinery. Naturally the 
great banks downtown in New York do 
not know very much about the needle 
trades. It would be very difficult for 
them to deal with the situation. We will 
have to find some way, if it is possible, to 
do it by organizing trade groups in units 
large enough so that they can be helped 
by the machinery at our disposal. 


Now one might suggest—and I think 
Mr. Robinson, the Chairman, feels very 
strongly about this—that each of the 
chairmen in the different districts desig- 
nate some one person on his committee, 
who is really deeply interested in this 
question of credit availability, to organize 
groups to investigate the matter, spending 
a great deal of time and effort even down 
to individual cases to see if by some in- 
genuity and effort the situation can not 
be worked out so that credit can be sup- 
plied. Because after all if you can put 
10 men, 20, 30, or 50 men to work by the 
use of credit on some reasonably sound 
basis, that is so much to the good. And 
in some respects it is the small units in 
the country which are suffering most, be- 
cause if their banks are so tied up that 
it is difficult for them to loan, it is not 
easy for these units to find banks that 
will take them on as new customers. This 
is no criticism of the barks; they suffer 
much from unreasonable criticism, and 


Statement of Daniel Willard. President of The Baltimore and Ohio 


CHAIRMAN ROBINSON: The next sub- 
ject under the resolution, is the increase 
of empolyment on railroads and the stim- 
ulation of industry through expansion of 
maintenance of equipment and purchase 
in' ¢ooperation with 
the Interstate Commerce Commission and 


' the. Reconstruction Finance Corporation. 
«oI want.to ask Mr. Daniel, Willard, who, 


was here this to come on the 
platform. 

MR:> WILLARD: A,few weeks ago the 
President, through the Secretary of Com- 
merce, invited several railroad presidents 
to.attend a conference in Washington for 
the purpose of considering what if any- 
thing might be done concerning the un- 
employment situation. . This ,conference 


morning, 


was held at the office of the Secretary of 
the "Treasury on July 28; the following 
among others, were present: Hon. Ogden 
L,. Mills, Secretary of the Treasury; Hon 


Atlee Pomerene, Chairman, Reconstruction 
Finance Corporation; Hon. C. A. Miller. 
President. Reconstruction Finance Cor- 
poration; Mr. W, W.. Atterbury, president, 





I regret it. I think they are doing, by 
and large, extraordinarily patriotic jobs 
in their efforts to meet this situation in 
the United States. 

And it is not only their job. We must 
all turn to and help the small units, espe- 
cially these smaller people whose credit 
supply is broken down for some reason 
or another. I think all of us know that 
by having someone sympathetically in- 
vestigate the promising cases, it is quite 
possible by ingenious study of manage- 
ment, etc., to accomplish something or 
help someone who, in the normal course 
of business, without that personal interest . 
and endeavor, might just be turned away 
and told, “No, credit can not be sup- 
plied.” 

I am very hopeful that all these com- 
mittees will find someone, either in their 
membership or outside, who is deeply in- 
terested in this question and put the job 
to him in each district to organize groups 
to see to it that, so far as is possible, 
credit will be supplied to small people who 
are worthy of it from some one of these 
great reservoirs. 


I do not think, Mr. Chairman, that I 
should take time to talk, for instance, 
about the bond corporations of New York, 
which I think have been one of the great 
agencies in stabilizing this situation. I 
suppose there is not a man in the room 
who does not know about its formation 
and activity and the results obtained by 
it. The commodity corporation which you 
have been reading about in the papers 
recently, for which Governor Meyer was 
so largely responsible, has not yet begun 
to operate, I think, on any large scale, 
and it would be fruitless for me to speak 
about that now. 


Private Credit Facilities 


After all, so far as this particular com- 
mittee is concerned, Mr. Williams’ ex- 
perience in the Cleveland District shows 
what a person interested and devoted can 
do in the matter of finding ways of mak- 
ing credit available. Fortunately for 
America, we have these great resources 
in these present reservoirs available for 
our use—the Reconstruction Finance Cor- 
poration resources are available under the 
limitations of that act; the Federal re- 
serve credit is available under the limita- 
tions of that act; the Farm Loan and 
Home Loan bank credits are available 
under the limitations of those acts. But 
I for one sincerely hope that we shall not 
draw on public credit at any point until 
we have exhausted every posisble avenue 
of using our private credit facilities. Let 
us supply the demands through our nor- 
mal channels, both in the interest of the 
Government and in the interest of our- 
selves. Only as a last resort should we 
go to the public reservoirs. 


Railroad Compan y 


Pennsylvania Railroad Company; Mr. 
Hale Holden, chairman, Southern Pacific 
Lines; Mr. Ralph Budd, president, Chi- 
cago, Burlington & Quincy Railroad Com- 
pany; Mr. W. R. Cole, president, Louis- 
ville & Nashville Railroad Company; -Mr. 
R. H. Aishton, chairman, Association of 
Railway Executives; Mr. George H. Hous- 
ton, president, Baldwin Locomotive Works 
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and chairman of the Business and Indus 
trial Committee of Philadelphia, and my- 
self. 


Under-Maintenance of Roads 


Secretary Mills, who presided, explained 
why the conference had been called. He 
said that Congress had appropriated a 
large sum of money to be used in such 
ways as might contribute most towards 
relieving the unemployment situation 
primarily, and also to that end for the 
purpose of stimulating industry. He said 
that the President, upon whom rested 
the responsibility of carrying out the 
program approved by Congress, felt that 
the railroads, being large employers of 
labor, might in themselves constitute a 
helpful agency to be used in this connec- 
tion. He added that it was generally 
thought that because of the depressiong 
which had been in effect for more than 
two years, there was probably a consider- 
able amount of what might be called ac- 
cumulated under-maintenance on many 
of the roads, and while no doubt they 
all had facilities ample for the present 
volume of business, it had occurred to him 
that it might be possible and desirable at 
this time to anticipate expenditures in 
that connection which might not be pres- 
ently necessary but which would be nec- 
essary when business revived. He said 
that generally that was the subject which 
the conference had been called to con- 
sider. 

After the matter was fully disctissed it 
was decided that at a subsequent meeting 
an effort should be made to work out 
some sort of a formula or plan where- 
under the Reconstruction Finance Cor- 
poration would consider loaning money 
to such of the roads as might wish to bor- 
row for the particular purpose mentioned. 

Subsequent conferences were held at 
the office of the Reconstruction Finance 
Corporation on Aug. 2 and 3, and were 
attended by the following railroad repre- 
sentatives: Mr. A. J. County, vice presi- 
dent, Pennsylvania Railroad Company; 
Mr. George H. Pabst Jr.. treasurer, Penn- 
Sylvania Railroad Company; Mr. C. I. 


Sturgis, vice president, Chicago, Burling- 
ton & Quincy Railroad; Mr. George M. 
Shriver, senior vice president, Baltimore 
& Ohio Railroad, and myself. 

The subject discussed at the former 
conference was considered at length and 
- in much greater detail. It was pointed 
out by representatives of the railroads 
that no doubt some of the carriers would 
be’ willing to give consideration to the 
borrowing of money with which to antici- 


pate repairs not presently needed, pro- 
vided the terms granted were such as to 
justify an expenditure of money for that 
purpose at this time and under existing 
conditions. After a full discussion of the 
matter a statement was prepared by the 
Reconstruction Finance Corporation set- 
ting forth the terms and conditions under 
which that body would consider loans for 
the purpose of taking care of deferred 
maintenance of equipment in particular. 
In general terms it was proposed that 
the money would be loaned without col- 
lateral in the ordinary sense, but that 
the cars and engines to be repaired would 
be held out of service until the money 
borrowed for such repairs was repaid. It 
was also understood that the interest on 
money so used would accrue until the 
final date of payment but would not be 
due or collected until the cars and en- 
gines were put in service. The rate of 
interest later on was fixed at 5 per cent. 


Financing New Equipment 


The needs of the railroads for new 
equipment was also discussed and Mr. 
Houston outlined a plan which he had 
beens developing to cover that particular 
point. Later on he submitted for the con- 
sideration of the railroads a program pro- 
viding a means of financing new equip- 
ment which it was thought would meet 
the requirements of the present situation. 

At the close of the conference I agreed 
to arrange for a meeting of the railroad 
executives at which time I would report 
for their consideration what had taken 
place at the several conferences and sub- 
mit a copy of the formula prepared by 
the Reconstruction Finance Corporation. 
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A meeting of the railroad executives was 
held in New York on Aug. 10, at which 
time the whole matter was reported and 
discussed at much length. 


Authority to Arrange Loans 


I also laid the matter before the Balti- 
more & Ohio Board of Directors with the 
recommendation that I be authorized to 
arrange for a loan of $3,000,000 on the 
terms outlined by the Reconstruction Fi- 
nance Corporation, the money so bor- 
rowed to be used for heavy repairs to 150 
locomotives and 2,500 freight cars, and 


for completing the construction of 1,000 
new freight cars which had been started 
some time ago but work on which had 
been stopped before the job was finished. 
Fhis the Board authorized me to do. 

The subject, as will readily be under- 
stood, is one which could not be acted 
upon by the roads collectively, but will 
have to be dealt with by each individual 
company having in mind its own necessi- 
ties and circumstances. 

This in general terms, describes what 
took place at the first conference in the 
office of Secretary Mills on July 28, and 
at subsequent conferences including the 
meeting of the railroad executives in New 
York on Aug. 10. 


I think it is not inappropriate that I 
should refer briefly to another phase of 
the subject having to do with the unem- 
ployment situation which was referred to 
so feelingly by Mr. Young in his address 
this morning. It has been held by some 
that expenditures by the railroads at this 
time of the character proposed would be 
uneconomic and unsound.* It may be that 
such a course as has been suggested is 
uneconomic and unsound, although it is 
by no means certain that such would prove 
to be the case. 

If, as is hoped by all and believed by 
many, an upturn in business is imminent, 
it might develop that expenditures of the 
kind mentioned would prove to be eco- 
nomic and sound, but granting for the 
sake of argument that such expenditures 
at this time would be uneconomic, there 
is one other phase of the problem which, 
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in my opinion, ought not to be overlooked 
and that is the human element in the 
situation as reflected in the 10,000,000 or 
more men out of work at this time. No 
country or system of Government can ex- 
pect to endure permanently with such a 
large number of men out.of work and 
consequently unable to procure the things 
necessary for life and comfort. 

The unemployment problem which we 
have in this country today presents a se- 
rious threat to the permanency of our 
institutions, and I submit that a problem 
which threatens the very foundation of 
our institutions is not less important than 


the question of economics which may be 
involved in the expenditures proposed. 


Railroads to Cooperate 


I believe the managers of the American 
raHroads will give this matter their earn- 
est and sympathetic consideration. In 
fact at the meeting which was held in 
New York on Aug. 10, they so expressed 
themselves. Naturally, it will require some 
little time to develop just what can be 
done in each individual case. Of the $3,- 
000,000 which the Baltimore & Ohio Co. 


contemplates using in this connection, 
probably not less than $2,000,000 will be 
paid directly to labor and it will mean the 
employment of roundly 2,000 men for at 
least six months; $1,000,000 will probably 
be required for necessary material to be 
purchased, and will mear the employment 
of other men needed in that connection. 
I think it is not improbable that after 
the matter has been fully considered by 
the railway managers, it may develop 
that as many as 30,000 or 40,000 men, per- 
haps more, will be given work directly 
during the Winter months, and possibly 
half as many more ‘indirectly by means 
of the assistance proposed to be extended 
by the Reconstruction Finance Corpora- 
tion. While the number of men so em- 
ployed is relatively small, nevertheless it 
would be a substantial contribution to- 
ward the settlement of a very serious 
problem. 
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Statement of George H. Houston, Chairman, Banking and Industrial Committee. 


CHAIRMAN ROBINSON: Mr. George 
H. Houston, of the Philadelphia District, 
is also on this committee with Mr. Wil- 
lard and has been doing some work along 


the line of equipment. I will ask Mr. 
Houston if he will come to the platform. 

MR: HOUSTON: Mr. Willard has pre- 
sented to you very effectively the proposi- 
tion of stimulating employment during 
the coming Winter by making repairs on 
our railroads somewhat in advance of the 
actual necessities. It is a fact, I think, 
borne out by the history of this country 
in the past 100 years, that the railroads 
have participated in leading the country 
out of every great depression by buying 
equipment and materials in advance of 
actual needs. It is also a fact that the 
railroads are facing difficulties and com- 
plications at the present time probably 
more severe than at any time in their 
long history. We believe, however, that 
the opportunity is at hand for the rail- 
roads to render to the country a great 
public service by again participating as 
far as their ability and judgment will 
permit in leading tkis country out of 
this depression by buying not only their 
immediate necessities of materials for re- 
pairs and maintenance, but by buying in 
a reasonable anticipation of their future 
requirements for equipment. 
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Probably the greatest difficulty in the 
consideration of such a program has to 
do with the financing of the purchase of 
such equipment. Rolling stock is bought 
and paid for by a type of security unique 
and created alee for the purpose, called 
equipment trust certificates, constituting 
an obligation of the railroad with a lien 
upon the equipment. Ordinarily these se- 
curities are issued to the amount of 75 
or 80 per cent of the original purchase 
price, running for 10 to 15 years, maturing 
serially, and bearing a comparatively low 
rate of interest, and enjoying a prestige 
in the security market second only to 
Government securities. ‘These securities 
must be very carefully created and exactly 
constituted so as to come within the pro- 
visions of the New York banking law to 
make them legal investments for savings 
bank and trust companies, and when they 
come within those provisions they are 
all of an accepted standard. 

The difficulty in discussing with rail- 
roads the purchase of forward needs of 
equipment has been to give them credit 
which would permit them to buy this 
equipment in such manner as to permit 
financing it in the security markets of 
the country when railroad securities re- 
turn to normal standing—to finance it in 
the interim by the use of this great reser- 
voir of public credit, the Reconstruction 


Statement of A. 


Finance Corporation. We have devised 
such a piece of machinery, and the Re- 
construction Finance Corporation has said 
that it is prepared to entertain applica- 
tions from any Class I railroad of the 
country for loans for the financing of 
equipment in accordance with this plan. 

This plan permits of 80 per cent of the 
purchase price being borrowed from the 
Reconstruction Finance Corporation upon 
trust certificates constituted in strict ac- 
cordance with the banking laws of the 
State of New York and thereby standard. 
It provides further that the equipment 
company shall take, in part payment for 
the equipment, junior equipment trust 
certificates which they, in turn, will de- 
posit with a financing company, which 
will pledge these junior equipment certifi- 
cates as additional collateral to secure 
repayment by the railroads of their loans 
from the Reconstruction Finance Corpora- 
tion. It is estimated that during the life 
of the loan from the Reconstruction Fi- 
nance Corporation, set at three years with 
a possible extension of twoy the railroads 
will recover together with the economic 
condition of the country to a point where 
they will again be able to sell these se- 
curities in the open market, pay the Re- 
construction Finance Corporation the 
loans that it makes at this time, and 
again be standing entirely on their own. 


W. Robertson, 


Chairman of Board, Westinghouse Electric and Manufacturing 


» 

CHAIRMAN ROBINSON: The next 
subject is the expansion of capital ex- 
penditures by industry in the way of re- 
placement of obsolete and worn-out equip- 
ment and otherwise—Mr. A. W. Robert- 
son. 

MR. ROBERTSON: Unfortunately, this 
story of mine is not one of accompilish- 
ment, and it never will be one of accom- 
plishment unless the wares that we are 
trying to sell to some of you individualiy 
and not collectively, are bought by you 
The wares are in the form of ideas, but 
nevertheless you have to buy them, or 
we will never have a story of accom- 
plishment. 


Situation Described 


I wonder if men in industry do not find 
that the situation is about as fcllows—at 
least this is what my friends and I have 
discovered. Our financial advisers, and 
they are men of wisdom in high places, 
tell us that the financial depression is 
over. They say that the Federal reserve 
banks have some $300,000,000 in excess 
reserves over and above what the law te- 


quires. I suppose it is much larger by 
this time, because I heard that yesterday. 
Our financial advisers tell us that money 
in circulation, or hoarded, is coming back 
into the banks; that gold is Mowing in 
from foreign countries now amounting to 
some $150,000,000; that the new provisions 
of the act allowing additional bonds to 
be used as the basis of security will un- 
doubtedly be used which will inake further 
sources of currency. This has all come 
into the banks and is subject vo a multi- 
plier of perhaps 10 which will make avail- 
able some _ $5,000,000,000 ef additional 
credit. It is already here and will be avail- 
able for us, but only if used. 

Therefore, they say that the turn is 
made, and they are wise men and I be- 
lieve them. But when I look around in 
my own little bailiwick I see no change 
whatever. We in the electrical industry 
have nowhere near enough business to 
get us into black figures. We could start 
right now and make a lot more unem- 
ployment, and I know dozens of other 
industries in exactly the same shape. 

The problem naturally is what are we 
going to do about it? Are we going to 
take the road nearest to us and discharge 
additional large numbers of people, close 
up some of our factories, close our selling 
divisions? Or are we going to say to 
ourselves, “The improvement so long 


looked for actually is here and there is 
a wiser and more far-sighted course to 
take.” 


Replacements by Industry 


Now my job, as outimed in the resolu- 
tion read to you, is the nratter of the ex- 
tension of capital expenditures by industry 
in ‘the way of replacement of plant and 
obsolete and worn-out equipment and 
otherwise. While it seemed to some of 
us in considering these two dilemmas, one 
that business is better and the other that 
it is worse, that perhaps we could do 
something positive toward keeping the 
wheels rolling a bit until this good busi- 
ness that they in financial circles say is 
really here comes to industry and also 
comes to the farms. 

With that thought in mind we have de- 
vised two or three questions that we asked 
ourselves, and we would like to have you 
ask yourselves. The questions are: In 
view of. these facts, have we arrived at 
the period when we should set our respec- 
tive business houses in order in prepara- 
tion for early business revival? Or, stat- 
ing it in another way—have we arrived 
at the period when the country has been 
deflated enough to make a concerted ef- 


This credit machinery is available. The 
equipment companies engaged in serving 
the railroads have agreed unanimously 
and formally to give their support in 
the manner indicated; a very real sup- 
port because they pledge their junior posi- 
tions with the strong roads to sustain the 
credit of the weaker roads in these trans- 
actions. The country, as Mr. Willard has 
just pointed out, and as Mr. Young called 
to our attention earlier is confronted with 
a social as well as an economic problem. 
In my own home city of Philadelphia 
we have over 300,000 men entirely’ with- 
out work. We have 250,000 partly em- 
ployed. Other cities in the country are 
in euqally difficult situations. 

We realize the severe and difficult posi- 
tion in which all railroads find themselves. 
On the other hand, we are confident that 
the railroads and their managements and 
their directors will see their way clear to 
using this device for anticipating their 
future needs of new equipment, of which 
they have bought practically nothing for 
some two years. When car loadings start 
up and get a little more nearly normal 
and they can see their fixed charges com- 
ing in more regularly and have a little 
leeway, a little breathing space to turn 
around, we are confident that they will 
again begin to purchase equipment. 


Co. 


fort to start business in other directions, 
not only advisable, but absolutely neces- 
sary. It seems clear to us that the answer 
should be “yes.” The proposed undertak- 
ing for any particular company would, of 
course, be one that is really needed and 
practically certain of being done later, if 
not now. The work can be done to 
greater advantage now, than later, because 
(1) favorable prices of labor and material 
and (2) less interference with production 
in the department undergoing the return. 
In some cases labor would be reemployed 
which would substantially reduce the 
amount of relief being furnished by com- 
panies to their employes. 


Positive Action Preferable 

Is it wise for hard-headed business men 
to wait first for the signs that other hard- 
headed business men have moved, before 
he moves? Or is the situation one that 
would justify a more active and positive 
course of procedure? It would seem to 
me that the answer is again “yes” in favor 
of positive action. 

Now, on this premise the question is 
raised, is there any advantage in attempt- 
ing to bring this situation clearly to the 
attention of business leaders? Many of 
you people very properly might say: “I 


at! 
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know 10 times as much about this whole 
subject, Robertson, as you do” and I would 
have to’say “You do and-I know it.” But 
I think that there may be hundreds and 
thousands of business people that do not 
know as much about this as we do col- 
lectively because of the study we have 
made and the advice which we have re- 
ceived. Therefore, it would seem to me 
that after living in three years of pessi- 


mism, after living through a period when - 


probably every one of us has said: “Now 
jis the time to do something—either buy 
stocks or make an improvement or some- 
thing” and find that we are wrong, we are 
just about to the point of deciding that 
we haven’t any judgment left and we 
would not want to do anything because 
we have been wrong so many times. 
Now are we wrong this time? That 
really is the Question. I believe we can 
trust the advice we have received on the 
financial end of this problem. For the 
last year we have been in the midst of a 
financial panic, and I believe from all the 
information we have been given today 
and other information that you men have, 
we can safely reach ine conclusion that 
the turn financially, which has been the 
basis of our trouble so long, has been 
made; and that some day we will really 
have good business back where I live. 


Turn Financially Has Come 


Now, if that is the case, can’t we rea- 
sonably assume that the distribution of 
sound facts and sound information by 


“ 


people who believe them, and are willing 
to act themselves, would get us some- 
where? I do not think we can take mil- 
lions of dollars out of any person’s pockets 
by talk, especially in this day and age, 
although we did have it taken out of our 
pockets in some cases by what seems now 
to be talk back in 1929. On the other 
hand, I do not think that the presenta- 
tion of sound facts to industries that have 
real money left—and there are more such 
industries than we have any idea—which 
they are going to spend sometime, may 
cause many of them to spend it now 
rather than later. The whole subject is 
a matter of judgment and executives will 
be governed by the facts. peculiar to their 
business. It is hoped that concerted move- 
ment along the line of this discussion will 
help them to decide wisely and helpfully. 

Westinghouse has surveyed the Pitts- 
burgh district. There are 200 industries 
in that district that Westinghouse would 
willingly sell on credit right now. Our 
credit department has proved without the 
shadow of a doubt that it is a pretty good 
judge of a safe person to sell to. I trust 
it implicitly. I think that means that 
there are 200 concerns in the Pittsburgh 
District that have money they are going 
to spend for some reason or other. 

I wonder if the United States Steel 
Corporation perhaps was not actuated by 
this very situation that caused them to 
take the action which got the frontage 
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of the newspaper because it was so un- 
usual in these times to spend $5,000,000. 
In the future years to come no one will 
pay any attention to $5,000,000 to be spent 
by it but right now it is unusual and it 
is receiving a great deal of attention. I 
wonder if its course of reasoning was not 
along this line that now is the time to do 
this from every sound principle of getting 
a good bargain for oneself. 

I wonder if Remington Rand was not 
actuated by the same principles? I know 
of a concern that is considering changing 
its whole equipment from 25-cycle to 60- 
cycle; they have been thinking about it 
for a long time and have about decided 
they can do it better now than they could 
at any other time and that the cost will 
be less and they will be ready for produc- 
tion when it comes along. 

Surely these are not the only cases in 
the country. Surely if we bring this to 
the attention of executives we can induce 
industry to keep the wheels moving a 
little until this financial improvement 
catches up with us. 


Keeping the Wheels Moving 


With that idea in mind, namely, to keep 
business as active as possible just now, 
we are going ahead to attempt to sell this 
idea to sound business men in the thought 
that this is an idea which they will accept 
or already have accepted. The Banking 
and Industrial Committees, with chair- 


ll 


men in each district, will 
charge of the campaign. 
In the Central Committee we have 


Joseph Dilworth, with an office at 1603 
Gulf Building, Pittsburgh, Pa., spending 
all of his time on this subject. He will 
meet any of the other chairmen any time 
to give them whatever information we 
have. We have the support of commer- 
cial trade organizations who have a self- 
ish interest in this. We have the support 
of industrial business and of the indus- 
trial press, and that is going to be a very 
real and intelligent support. We have 
the support of individual companies. It 
seems to me that it is bound to produce 
results. 

You will find from your chairman, when 
you get back home, that you will have 
a committeeman in your district. If you 
will look into this matter, and take a 
little time to study the data that he has, 
I think you will be persuaded that this 
program is sound. I think you will be 
persuaded that there is something you 
can do in your own business as an example 
for the other fellow, even though you are 
in the selling game entirely. I think if 
we all get together on this we can shorten 
this period—this hiatus between financial 
improvement and the business depression 
which still persists. Anyway, I ask of 
you for these men who are going to de- 
vote their time and attention to this work 
without pay and probably on top of other 
work, that you give them all possible at- 
tention and help. 


have active 


Statement of K. R. Kingsbury, Chairman, Banking and Industrial Committee, 
Twelfth Federal Reserve District 


CHAIRMAN ROBINSON: During the 
Jast year and a half or two years there 
has been a movement in the spreading 
of work, especially by the larger ovgan- 
izations, and it has proven beneficial not 
only to the employes who return to work, 
but it makes the employe who had to 
give up part of his time in order to re- 
tain the other men, a feeling that he 
is not the next one out. It is believed 
that this sharing of work should be car- 
ried on in organizations other than the 
large national concerns and that it would 
be a great benefit in this serious problem 
of unemployment. In the Twelfth Dis- 
trict, of which Mr. K. R. Kingsbury is 
chairman, they have gone at it full-heart- 
edly and I am going to ask Mr. Kings- 
bury to come and describe their philosophy 
and what they have done. 

MR. KINGSBURY: I think you are all 
more or less familiar with the effort that 
has been made on the Pacific Coast in 
this direction. Just prior to the call for 
this meeting, and after the movement had 
started on the Pacific Coast, we addressed 
a communication to the chairman of each 
of the other Districts outlining briefly 
what we were undertaking and how we 
were approaching the subject, thinking it 
would be of interest to them. I will read 

rt of that letter. : 
when the Banking and Industrial 
Committee of the 12th Federal Reserve 
District undertook ‘its work it was at 
once impressed with the fact that unem- 
ployment with its tremendous effect upon 
the buying power was perhaps the most 
serious factor in the whole situation. Sub- 
sequently, study developed the belief that 
this serious situation admits of imme- 
diate and positive action. 


Distribution of Work 


“In our examination of the problem, we 
found what has been found elsewhere— 
that new jobs sufficient to help the situ- 
ation materially and promptly would be- 
come available only through an abrupt 
change in the entire economic condition. 
The only immediate solution seems to be 
to distribute the actual work now avail- 
able to the greatest possible number of 
workers. In time of famine all available 
food is rationed. At this time of industrial 
famine available work should be rationed. 

“There is nothing new in the spread 
of work principle. It has been adopted 
in many forms throughout the country. 
We believe, however, that the spreading 
of work has been accomplished only to a 
small extent and that a great deal more 


can be done, quickly and effectively, ana 
we have organized and put into operation 
a plan to enforce the principle more gen- 
erally and on a large scale. 

We have evolvec no new principles 
covering the spreading of work, but are 
confident that we have found a new and 
practicable way of doing it on a wide 
basis. 

“There are thousands of employers who 
have given no consideration to the idea 
of spreading work, or do not consider it 
applicable to their own businesses. We 
propose to bring the matter to the atten- 
tion of every employer on the Pacific 
Coast through a personal comiact by a 
business executive familiar with the busi- 
ness of the employer and with spread-of- 
work principles and practices.” (We pro- 
pose in these committees to have bank- 
ers approach bankers, merchants approach 
merchants, oil men approach oil men, etc., 
right down the line.) “We are setting 
up a plan to do this along the lines of 
organization and pressure of the Liberty 
Loan drives. 


Plan Being Extended 


“The plan is already well under way 
and will shortly be expanded to other 
States of the Twelfth District.” (Since 
that time it has been extended to Ore- 
gon and Washington and also to Utah.) 
“Our first step was to enlist the coopera- 
tion of the California State Chamber of 
Commerce, a state-wide organization, the 
directors of which comprise a group of 
prominent business leaders. They en- 
dorsed the proposal and a committee was 
appointed. We then called a meeting of 
150 business leaders of the San Francisco 
Bay area. Unanimous approval was given 
the plan and chairmen were appointed 
to take charge of the work in San Fran- 
cisco and Oakland. Shortly thereafter a 
similar meeting was held in Los Angeles 
and the work started there. 

“The plan is farther along in San Fran- 
cisco than elsewhere. The business estab- 
lishments of the community have been 
broken down into 13 major classifications, 
of which there is a total of 115 subdivi- 
sions. Each main group is headed by a 
vice chairman who has the number of 
captains and lieutenants necessary to call 
on every employer in San Francisco who 
employs 20 or more people. The total 
number of employers is about 2,200. The 
total number of team workers is between 
250 and 300. These have been called into 
a meeting and given instructions, and the 


“drive” was started t San Francisco on 


Aug. 10, all calls to be made in two weeks. 


“It is too early to give or to predict re- 
sults, but there are many indications of a 
favorable development”—(1I will say fur- 
ther that since the writing of this letter 
we have gone far enough to know defi- 
nitely that in the San Francisco Bay area 
there has been a very successful stopping 
of further discharge of employes. That 
is very evident in the two odd weeks that 
we have been working.)—‘including the 
immediate acceptance of the idea by busi- 
ness ieaders and the enthusiasm and seri- 
ousness of the workers, who are mostly 
heads of firms themselves.” (And this is 
a very important factor.) 

“To many employers, and, frankly, to 
maniy of the team: workers, the proposition 
is new and they will not have the answer 
to many of the questions which will arise. 
For that purpose, we have set up a Tech- 
nical Advisory Board consisting of execu- 
tives of firms which have for a year or 
two been dealing with the problem and 
have surmounted its obstacles. We con- 
sider this board of experts an important 
factor x 

“In our plan we recommend no particu- 
lar formula. We nave only one object—to 
induce the employer by personal contact 
to adopt the principle of spreading work 
—the division of the wage dollar, as it can 
best be applied to his particular business. 
The plan is presented to the employer not 
as a permanent revision of his business 
structure, but as an emergency measure 
to meet a most crilical situation. 

“Spread-of-work propaganda will not 
only result in increasing employment, but 
will induce employers to retain rather than 
to release employes, thus checking a fur- 
ther increase of unemployment. 


Employes Ready to Share 


“We feel, and the feeling is based on 
experience where job-sharing has been 
put into effect, that the employe, with con- 
stant fear in his heart that he, too, may 
be forced into the ranks of the unem- 
ployed, will willingly accept this measure 
of job-stabilization, as an emergency 
measure. Employes who see a revision of 
working time, whereby all are retained 
though the total volume of work has de- 
creased, attain a better sense of security 
in their positions. The morale improves 
and fear, which is one of the outstanding 
evils of the present industrial psychology, 
is allayed. 

“To illustrate, assume a case of an em- 
ployer paying four men each $125 per 
month, and that it costs each $100 a month 


to live, the other $25 possibly going into 
the savings bank, but more likely into the 
sock. The employer now puts on another 
man and pays the five men $100 a month 
each, and announces to his employes that 
he has adopted a plan of spreading the 
work. The results are as follows: 

“1. The fear has gone out of the hearts 
of the four men that their jobs may be 
lost. 

“2. One man has been taken out of 
the ranks of the unemployed 

“3. $100 has been added to the buying 
power and put into circulation. 

“How the work is staggered is unim- 
portant, whether days are shortened, vaca- 
tions enlarged, or working weeks or months 
alternated. The point is to provide some 
work and some livelihood for all who wish 
to work.” 


“ooperation Is General 


Where this plan has been put into effect, 
we have had the heartiest cooperation of 
the emploves, themselves. There has not 
been a single report of anyone expressing 
objection to what has been undertaken, 
nor has there been any suggestion of a 
feeling on the part of employers that 
someone is intruding into their business, 
Neither have we had any reports indicat- 
ing resentment on the part of employes 
who would be affected. It is possible for 
every concern to adopt this plan. 


One of our principal objectors we found 
most generally has been the banks. I 
want to say that I know that it is possible 
for the banks to join in this movement 
just the same as it is for a factory or for 
any other industry or any other concern, 
I had a telegram since I have been in 
Washington from one of the largest banks 
on the Pacific Coast stating that effective 
Monday of this week and as a result of 
the endeavors of this committee work of 
ours it has adopted a five-day week 
throughout its entire organization. 


We are adopting this only as an emer- 
gency measure, and as I said, we have 
no specific plan for spreading the work 
and we have avoided all discussion of 
wages. 

That, Mr. Chairman, I think outlines 
briefly what the Committee on the Pacific 
Coast in the Twelfth District has been 
undertaking, and I think we are meeting 
with fair measure of success. If a move- 
ment somewhat similar to this is started 
throughout the country as a result of this 
meeting, I expect to see wonderful results 
in the unemployment situation before the 
first of January. 


Statement of Walter C. Teagle, President, Standard Oil Company of New Jersey 


CHAIRMAN ROBINSON: Mr. Walter 
Teagle, who has been interested in this 
problem specifically applied to his own 
organization, has been prevailed upon to 
undertake to develop work in the other 
districts along the lines outlined by Mr. 
Kingsbury, and I am going to ask Mr. 
Teagie if he won’t come on the platform. 

MR. TEAGLE: Mr. Kingsbury has trans- 
lated theories into action on this ques- 
tion of unemployment. I think all of you 
must have been impressed this morning by 
the fact that the wonderful speeches we 
listened to boil down to the fact that un- 
employment is a fundamental, if not the 
most important, problem that we have to 
solve. 

It is not my intention to take much of 
your time talking about the general situ- 
ation, because you all understand it. Mr. 
Kingsbury has made the procedure as fol- 
lowed in California clear to all. You 
know what the objective is. 

There are just two or three points that 
I wish to develop as being of special in- 
terest to you along the general lines that 
we propose to proceed. In the first place, 





this snare-the-work movement should not 
be confused with the excellent agencies 
that were set up last Winter all over the 
country for unemployment relief. This is 
a new movement inaugurated and fostered 
by Banking and Industrial Committees in 
the various Federal reserve districts. In 
industry, particularly in some of the larger 
industrial concerns, the necessity, due to 
falling output, of staggering work became 
evident over a year ago. A great deal was 
done along that line. As a result, many 
men who would otherwise be idle today 
are still employed, though not on full time 


Industry Leads the Way 


When the so-called Wheeler Committee 
of the President’s relief organization last 
Winter went into this matter it recom- 
mended a further division of work as one 
of the important steps toward eventual 
solution of the unemployment problem. 

While industry has done a great deal in 
this direction and clearly shown the prac- 
ticability of the plan, share-the-work has 
not been generally adopted in other lines 


of activity. We have heard, “Well, it was 
all right, you could do it in a shop, but 
you couldn't do it in an office, you couldn't 
do it in a bank, or in the power business.” 

There are various reasons why it was 
thought not applicable to those particu- 
lar activities. Where it has been tried 
out, and it has been adopted by some of 
the largest organizations in the country in 
will rest with each one of the Federal Re- 
diversified lines of business, it has worked; 
it has proved successful and what is more 
important, I think, it has met with the 
endorsement of the employes themselves. 

In the first place, it has given them as- 
surance that they are going to have jobs, 
and that has done a great deal to relieve 
their minds of the fear mentioned by Mr 
Willard and by Mr. Kingsbury. The fact 
that it is applicable outside of industry 
to all lines of business activity is impor- 
tant because it presents the opportunity of 
taking care of a class of people who, I re- 
gret to say, have not received as much 
consideration in past depressions as some 
other classes; I am speaking now for the 
“white-collar” group. The distress in this 
field has been acute. The laboring man 


has usually been taken care of through 
emergency work not available to the 
“white-collar” class and, therefore, in the 
extension and general adoption of this 
movement, the office type will be the one 
which should be most benefited. 


Functions Explained 


I want to take just a moment to explain 
the functions of this so-called Coordina- 
tion Committee, which is to try to follow 
through in the other districts the work 
actually now in hand in the Twelfth Dis- 
trict. The entire responsibility for in- 
itiating and carrying on the movement 
serve Committees for its district. One 
member selected by the chairman of each 
of these committees wiil serve on a Coor- 
dination Committee of which I will be 
chairman. Mr. Walker, who has had 
much experience in organizing this work 
on @ community basis in the City of 
Muskegon, Mich., has kindly agreed to 
serve as vice chairman. 

The functions of this committee are 
to be of assistance in matters of more or 
less national character by keeping in touch 









with the various committees and render- 
ing them all possible help. In a movement 
of this kind, it is essential that we have 
enthusiastic cooperation and assistance 
from the other national agencies, such 
as the Chamber of Commerce, the Manu- 
facturers Association and many other im- 
portant organizations. We have already 
contacted the executives of the United 
States Chamber of Commerce, and Mr. 


CHAIRMAN ROBINSON: The next sub- 
ject is the possibility of stimulating repair 
and improve :ent of homes, and while Mr. 
Avery and Mr. Woolley are agreed that 
there are for the moment at least very 
great difficulties, I am going to ask Mr. 
Woolley to make some statement in re- 
spect to the matier. Z 

MR. WOOLLEY: At the President’s 
Conference on Home Building and Home 
Ownership last December the present need 
for decent housing was clearly brought to 
the attention of the country. No new 
dwellings, and certainly no desirable types 
of houses, have been constructed in recent 
years at costs within the means of two- 
thirds of our population. This two-thirds 
represents 50,000,000 people, the farm pop- 
ulation being excepted. This means that 
the majority of families must continue to 
live in old houses, which are below our 
present standards of sanitation and 
decency, in some cases so far below as 
to be an actual menace to health. While 
our standards in motor cars, radios, and 
lighting facilities have been transformed 
during the iast decade, old models dis- 
carded in favor of cheaper and more effi- 
cient designs, the houses of the country 
available for the masses constitute .our 
largest mass of obsolete and discredited 
equipment. We have an opportunity now 
to do away with the cancerous slums of 
our cities. The present low cost of build- 
ing offers an opportunity such as the 
country has never known. 


Investment in Work 


It is apparent to all that the only way 
to end the depression is throught invest- 
ment in work. Moreover, the investment 
must be in a commodity that is needed 
and that will yield a return on capital. 
It is true that presently there is an over- 
supply of high priced homes, but a great 
under supply of decent living accommoda- 
tions of low rental cost for the masses. 

The enormous building program of 1926, 
1927, 1928 and 1929 covered high priced 
residences, apartments and hotels. Pro- 
vision was made for the housing of the 
upper one-third of the high income sec- 
tion of the population. The entire ca- 
pacity of the building industry was almost 
exclusively occupied with that class of 
construction to satisfy the then abnormal 
demand. Almost nothing was done to 
supply homes for the vast mass of in- 
dustrial and clerical workers. A _ large 
majority of the population of the United 
States by compulsion still lives in left- 
over houses of another age; in dwellings 
far below the American standard of com- 
fort and decency. 


The statistical records of the United 
States Department of Labor, which counts 
each apartment in a building as a home, 
disclose the fact that 1925 was the peak 
year as regards the number of families 
for whom new home construction was 
provided. 


The present price of building materials 
is presently 25 per cent to 50 per cent be- 
low the cost even in 1926, while substan- 
tial reductions of wages in the building 
trades have been made. It would appear 
that this is the time to take advantage 
of the present low cost of construction. 

Investments in large scale housing de- 
velopments for rental to people of limited 
incomes can now be made with every in- 
dication of security as to values and rea- 
sonable assurance of income. Such in- 
vestments will render a great social serv- 
ice by thus placing the American stand- 
ard of living with respect to the housing 
of the masses on a plane consistent with 
present opportunity. Certainly no greater 
contribution to the winning of the war 
against aepression can be made. 

The building industry is normally the 
largest in the country, employing over 
4,000,000 rnen, contributing 15 per cent of 
all the tonnage transported by railroads, 
with a turnover of over $8,000,000,000. 
Practically all industry and commerce 
participate in such activity. It fertilizes 
every section of our business world. 

The building industry is now in the very 
depths of inactivity. Measured by the ag- 
gregate square feet of floor space pro- 
vided in 1932 for housing it will show a 
decline ,in the absence of prompt revival, 
of 88 per cent below a normal volume. 
Its revival will cure the larger part of 
present economic distress by the absorp- 
tion of a very large section of the unem- 
ployed. This will vitalize business all 
along the line. 


Build for Public Service 


This indeed is a time for repairing and 
modernizing existing buildings by taking 
advantage of present low prices. . The 
committee appointed at the President’s 
Conference can render great service by 
arousing the country to an opportunity 
rarely offered for such constructive ac- 
tivity. The principle of obsolescence ap- 
plies to housing just as it does to all 
kinds of industrial machinery and equip- 
ment. Neglect in this respect lessens the 
useful and economic life of the average 
building. If an inventory of old buildings 
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Lund of the Manufacturers Association is 
in the audience. We have gone over the 
matter fully with these two organizations 
and we have been assured not only of 
their entire cooperation but that they 
will actively get into touch with their 
membership to help the Business and In- 
dustrial Committees carry this plan 
through in each one of the Federal Re- 
serve Districts. 

We plan to have a meeting, before we 


' 








take leave, of this Coordination Commit- 
tee. I would like to ask that the respec- 
tive Business and Industrial chairmen 
name men to serve from their committees 
on that general Coordination Committee, 
that they all be present at that meeting 
so we can sit down and get our heads to- 
gether and have a real talk as to how we 
are going to go ahead, but the responsi- 
bility of going ahead is with the local 
committees in each of these districts. 





Statement of C. M. Woolley, 


( Chairman of Board, American Radiator and Standard Sanitary Corporation 


throughout the country needing repairs 
and susceptible of modernizing could be 
made, and by common agreement put in 
immediate process of accomplishment, it 
is certain that several hundred thousand 
idie workmen would be employed and an 
additional several hundred thousand in 
producing and transporting the ntaterials 
so used. Here is a big field for prompt 
attack. If the country could be made 
“repair conscious” a substantial part of 
the curse of unempioyment successfully 
could be met. 


Use for Mortgage Money 


It would appear that the time has ar- 
rived when mortgage money might freely 
be offered to carry into effect the larger 
and more conservative part of the needful 
activities here specified. The growth of 
population continues, if not at abnormal 
rates of former years yet in very sub- 
stantial measure. Since 1925, the peak 
year of new homes supplied, there have 
been in excess of 7,000,000 marriages. 
Surely it is important, now that many 
great problems of national finance have 
been so magnificently met by the bank- 
ing community, that our civilization 
should begin to take up one of its most 
important functions, the decent housing 
of its population, by making new mort- 
gage money available to people of char- 
acter and substance who may elect to 
take advantage of these unusual oppor- 
tunities tor repairing, modernizing, and 
indeed the construction of new housing 
where the circumsiances surrounding such 
projects entitle them to consideration. 

The need for new housing was pointed 
out by many committees of the President's 
Conference on Home Building and Home 
Ownership. It was well summed up by 
Ray Lyman Wilbur. Secretary of the In- 
terior, in these words: 

“The slums of our cities, and blighted 
areas, whether in cities, towns or villages, 
are an economic and social liability and 
disgrace. No nation can afford to permit 
such conditions of unwholesome daily 
living to be perpetuated for they are too 
closely linked, not only with industrial 
inefficiency and economic incompetence 
on the part of their victims, but also with 
colossal annual expenditures on the part 
of public and private agencies for poor 
relief and social service, for cure of the 
sick, reform of the delinquent, education 
and reformation, which alleviate after the 
needless damage has been done. Such 
amelioration is of course a necessity until 
the causes of the evils in question are 
understood and reached at their source.” 

Of the economic waste of the slums, 
the Secretaries of the Conference, Messrs. 
Gries and Ford, said: 


Economic Waste of Slums 


“Slums are the most expensive form of 
housing known, and it is the community 
that pays for them. There has been too 
little appreciation of this fact, too general 
a tendency to regard slums as problems 
solely for the sociologist and the philan- 
thropist. It is no gesture of charity to 
better the standards of housing of our 
poorer neighbors, for we all pay cash— 
in taxes for utilities and for police and 
fire protection, in the high cost of fire 
insurance, in the depreciation of adjoin- 
ing property values, and in social welfare 
work—for low standards of housing in any 
part of the community. However great 
the cost of wiping out slums, it is not so 
great as the cost of maintaining them. 
Were this fact more widely understood, 
there would be more concern over the lack 
of progress in ridding our cities of 
blighted areas and slums.” 

Conditions in the tenements in New 
York, and particularly on the lower East 
Side, are probably better known than that 
of any part of the country. Over half a 
million flats still exist in Old Law tene- 
ments in spite of the fact that construc- 
tion of buildings of this type has not been 
permitted since 1900. The foul sanitary 
conditions of these buildings is beyond 
belief. They are a challenge to the con- 
science of the community. 

The last report of the New York State 
Board of Housing, says: 

“It is not necessary to repeat the fa- 
miliar story of the congestion resulting 
from 100 to 150 persons in a building, the 
foul odors emanating from the rubbish 
in ‘the ‘air shaft, the dark rooms, hall- 
ways and cellars, the wooden stairways, 
the serious fire hazards—all so vividly 
described a generation ago in the stirring 
books of Jacob Riis and in the more sober 
but no less useful reports of the Tene- 
ment House Commissions of 1884, 1891 
and 1900. 

“After the passage of the Tenement 
Heuse Law in the year 1901 a few changes 
were made in the Old Law buildings, but 
the shell and room arrangement remained 
and even if the enforcement of the ad- 
ministrative machinery had been pursued 
more energetically than was often the 
case, few material changes could be pro- 
duced. A room might have one of its 
walls partially opened, windows might be 


widened, the cellar and toilet might be 
kept lean, the rubbish and garbage 
might be disposed of more intelligently, 
but no fundamental deviations could be 
made from the basic pattern. 

“Most of the buildings are standing 
today and have added 30 years to their 
life. Many structures are 60, 70, 80 and 
some even 100 years old. In 1900 the 
Tenement House Commission reported 
82,652 tenement buildings in Greater New 
York; today 67,658 are still standing. Dur- 
2 — * 30 years there has been a 

ciine of only 20 per cent i 
of Old Law buildings.” ein eee 

In these buildings a great number of 
the rooms are without windows to the 
outside air. This is equally true of slum 
buildings in other cities. Dr. Edith Elmer 
Wood, well-known housing expert, in her 
book “Recent Trends in American Hous- 
ing,”. says: 

_ “New York had over 350,000 such rooms 
in 1901. She has them still, except in 
so far as the buildings containing them 
have been torn down. Certainly those 
that remain number 200,000, perhaps 250,- 
660. Boston has them, Philadelphia, Chi- 
cago San Francisco—every big city. But 
so have many of the small ones, and they 
are not unknown in the open country. 
And then there are millions of rooms, 
only a little better, whose windows look 
oul on dark, narrow courts and passage 


ways, sometimes mere cracks between two 
walls.” - 


Housing on Large Seale 

The only way effectively to do away 
with these slums and give the workers 
of America decent homes is through large- 
scale production of housing. The house 
building industry in the past has been 
organized on a retail basis in spite of the 
fact that we have had mass production 
in many large centers. The antiquated 
methods of the days when houses were 
built one by one for individual owners 
still exists. It is an astounding fact that 
housing, one of our largest industries, has 
been practically untouched by the period 
of industrial standardization and mech- 
anization that has remade all other great 
industries. To my own knowledge, many 
large builders who formerly devoted their 
skill to the erection of skyscrapers are 
now anxious to enter the field of housing. 
They have been devoting much of the past 
year to the study of organization and de- 
creasing costs. Numerous industrial cor- 
Aorations, manufacturers of materials or 
equipment for houses have been making a 
scientific study of improving housing and 
cutting its costs through standardization 
and more efficient methods of production. 
At the same time, many of the foremost 
architects of the country have been 
studying the problem of efficient planning 
of large neighborhoods of homes. 

A number of plans for building whole 
new communities have been made in New 
York. These would give homes to a great 
number of workers in industry, as well as 
office workers, at rentals of $11 to $12.50 
per room. In spite of all the vacancies 
in New York great masses of workers 
cannot find decent living places within 
their means. In the new plans these 
homes are set in large garden spaces. 
In fact from the point of view of sur- 
roundings of air and ventilation and sun- 
light, they will be far superior to anything 
that has been done in that field. By thus 
building whole communities of carefully 
related units each of which is placed so 
as to secure the very best outlook for 
sunlight and privacy, not only will we se- 
cure a better type of living place, but we 
will make a Secure investment by eliminat- 
ing the danger that comes with the change 
in the character of neighborhoods. 


Cities Study Problem 


It is not only in New York that plans 
are under way for large housing develop- 
ments. In Philadelphia a group of archi- 
tects has been studying the problem of 
reconstruction of large slum or blighted 


areas within reasonably close distance of 
the business centers. In Cleveland a 
large project has been studied for the 
housing of Negroes. This, I understand, 
is endorsed by the Chamber of Commerce 
and other groups. In Detroit, Chicago, 
St. Louis studies are also under way. In 
all of these cities, groups of prominent 
architects, builders, business men, as well 
as social workers are anxious to use the 
present opportunity to attack the out- 
standing social, and in many ways the 
supreme, economic problem of our cities. 

There is no more encouraging sign in 
this depression than the interest that has 
been developed in housing and the fact 
that every branch of the building industry 
is jointly studying what can be done in 
the financing, design, and construction of 
large-scale housing operations. The op- 
portunity of economic success for this 
type of work is greater than it has ever 
been before, Cost of building-is lower 


\ 


I am convinced that nothing would give 
this movement such a favorable impetus 
as an expression in its favor from all of 
you gentlemen. You represent almost 
every important line of financial, indus- 
trial and mercantile activity. If each of 
you will do all-in your power to inaugurate 
as soon as possible a practical division of 
work in those enterprises im which you 
have a voice, the success of this undertak- 
ing is assured. 


than it has been in many years and lower 
than it is likely to be for many years to 
come. Costs vary in different parts of 
the country, but it is safe to say that a 
saving of at least one-quarter, minimum, 
under 1919 prices can be made in any 
part of the country. 

There is only one thing that has held 
back this much necded work, i: e., the dif- 
ficulty of securing capital. Lending in- 
stitutions have been reluctant to lend on 
any type of building which they thought 
would compete with existing structures. I 
cannot see that the type of housing that 
can now-be built can be said to compete 
with existing housing. In New York City, 
for instance, decent apartments cannot be 
secured at a rental of $33 for three rooms 
or $44 for four rooms. This is all that can 
be paid by well paid industrial or clerical 
workers under the old, and certainly not 
under the present, scale of wages which 
is likely to obtain for some time to come. 


Building Industry Inactive 


Important operations have been carried 
out by limited dividend corporations and 
individuals actuated by a desire for pub- 
lic service as well as profit. They have 
invested their money in groups of apart- 
ment uses or small houses for people 
of limited incomes. They\have invested 
well and safely in houses which are better 
plannee and better built than most of 
those formerly constructed. Noteworthy 
among these are the large housing devel- 
opments financed by Mr. Rockefeller in 
New York, by the Metropolitan and Pru- 
dential Life Insurance companies, by the 
the Queensboro Corporation, by Mr. Ro- 
senwald and the Marshall Field Estate in 
Chicago, as well as the cooperative com- 
munities ereated for the Amalgamated 
Clothing Workers in New York. All these 
are showing the economic advantages of 
large-scale building. The City Housing 
Corporation has gone further at Sunny- 
side in building a well-knit community of 
both individual houses and apartments for 
1,200 families. At Radburn a further step 
has been taken in planning a complete 
new community. 

All housing financed privately or with 
public funds must have the approval of a 
State or municipal housing board. The 
only board that has this power exists in 
New York State, but there is wide inter- 
est in passing legislation in other States, 
notabiy Pennsylvania, Ohio, Illinois, for 
the purpose of creating similar boards. 
There are some who claim that boards of 
this type are likely to be incompetent. It 
is certain that the Housing Board of New 
York has a record of accomplishment 
which equals the records of private lend- 
ing institutions. 

The present vacancy status of four out- 
standing examples of limited dividend 
housing—namely, Sunnyside, Long Island, 
Radburn, New Jersey, Chatham Village, 
Pittsburgh, and the Michigan Boulevard 
Garden Apartments in Chicago which I 
have taken from the August number of 
Fortune Magazine, proves the feasibility 
of the limited dividend corporation for 
housing projects. 

Sunnyside houses 1,200 families. The va- 
cancy average for 1931 was 4 per cent. 
During May and June of 1932 it increased 
to the maximum figure of 5 to 6 per cent. 
The vacancy rate in higher rental prop- 
erties is known to be high and conserva- 
tive estimates put it at 10 to 15 per cent 
even with reduced rentals. 

At Radburn, N. J., reductions on rentals 
during the past year were about 5 per 
cent. Collections have become more dif- 
ficult, but not above 8 per cent of arrears 
exceed 30 days. Of the owners who turned 
back houses for resale, the great majority 
bought less expensive Radburn houses, or 
went into Radburn apartments. The va- 
cancy percentage during the past year has 
averaged 4. 


Limited Dividend Housing 


When Chatham Village, built by the 
Buhl Foundation in Pittsburgh, opened its 
first 128 houses in May they were all im- 
mediately filled and there was a waiting 
list of 500. Recently one tenant had te 
give up his home. Until his place is filled, 
the Buhl Foundation must deplore a va- 
cancy percentage of 0.8. One of the lead- 
ing real estate organizations in Pittsburgh, 
on the other hand, estimates vacancies 
in all classes of cesidential real estate at 
over 15 per cent. 

In the Michigan Boulevard Garden 
Apartments in Chicago vacancies for 1931 
came to 5 per cent against 2.5 per cent for 
the year before and thus far this year its 
occupancy percentage is 95. A conserva- 
tive real estate firm places vacancies at 15 
per cent in Chicago. 

Decent housing for the 65 per cent of 
our population within the lower income 
brackets for several years to come will re- 
quire large sums of capital to supply such 
insistent and continuing needs. Those in- 
dividuals or institutions who supply the 
funds will render an important service in 
the public interest. 

I would like again to say in conclusion 
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that many building materials are selling 
today for a little less than one-half of the 
market price in 1925. In all sections of 
the country where labor is at the maxi- 


mum level, wages paid up until this last 
Spring were 331-3 per cent higher than 
they are today. This is the time of all 
times to build. I can remember after the 
panic of 1893 we came to the terrible sit- 
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uation respecting real estate and housing 
in 1896. In that year Marshall Field 
started at the moment when there were 
too many office buildings, too many hotels, 
too many apartment buildings, too many 
of every kind of building except these low- 
cost but decent buildings for the two- 
thirds of the population. They had never 
been thought about until quite recently 
but Marshall Field and a few men like 






him, and the Rockefellers started in at 
the very moment when things looked the 
darkest to take advantage of low costs to 
conduct great building enterprises. And 
what is Mr. Rockefeller doing today He 
is in process of completing the largest 
single building en‘erprise of record known 
as Rockefeller Center in New York. 

I perhaps have taken up too much of 
your time talking about this subject. We 
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have with us here statistics from almost 
every quarter validating the statements 
here made, and if we can stir up a real 
enthusiasm for the conduct of a building 
era of small but modernly designed and 
equipped housing for the masses, for the 
two-thirds of our population, I doubt not 
that it, more than any other single agency 
or instrumentality, will bring us back to 
the good old days of American prosperity. 





Statement of Wilson McCarthy, Director, Reconstruction Finance Corporation 


CHAIRMAN ROBINSON: Gentlemen, I 
am sure that the people from many parts 
of the country would be interested in hear- 
ing Mr. McCarthy of Salt Lake City, a 
member of the Board of the Reconstruc- 
tion Finance Corporation, outline the pro- 
posed new Agricultural Credit Corpora- 
tions, some of which have been set up, 
and others to be set up as rapidly as pos- 
sible. Will Mr. McCarthy please come on 
the platform? 

JUDGE McCARTHY: There is one 
thing about the work which the Recon- 
struction Finance Corporation is doing 
that perhaps will be of some comfort to 
you, and that is, we would like to do our 
work, do it well, and get out of here with- 
out doing you too much harm, and hope- 
ful that we might do some good. 

There is a tremendous overlapping of 
governmental agencies in this particular 
field. We have the work of the Depart- 
ment of Agriculture, the work of the Farm 
Board, the Intermediate Credit Banks, and 
now we have the work which has been 
placed upon the Reconstruction Finance 
Corporation, many of them overlapping, 
encompassing the same field. One thing 
that confronts us is the problem of not 
destroying existing agencies which are 
making a good contribution in the field 
which we are covering. We recognize that 
the very legislation which has been passed 
indicates a great demand for the kind of 
service which we are called upon to do. 


Agricultural Credit Bodies 


As has already been stated to you, it is 
up to us to determine how many of these 
agricultural credit corporations are set up. 
We have already announced locations of 
eight of them in Federal Land Bank Dis- 
tricts, with some branches. These cor- 


porations are to be set up with a capital 
of not less than $3,000,000. We have re- 
gretted that perhaps other legislation was 
not passed other than just what was en- 
acted, but nevertheless we think there is 
a big field here; particularly are we im- 
pressed with the fact that at this time we 
can do a great deal of good in connection 
with feeder loans. 

It is our thought that the best way in 
which to get rid of a lot of agricultural 
products of America is to put it through 
livestock. We believe that we can en- 
compass this field safely. It is a road 
that has been charted before with safety. 
We believe that we can do a good job in 
this direction, and we want to do it 
promptly and effectively without too much 
machinery attached to it, so that we can 
get the money into the districts where it 
is needed. 


Scope of Work 


In order to do this we need the right 
kind of men to run these organizations. 
It is a work wholly devoid of politics. It 
is a work that we want to effect by getting 
into this organization the best men whom 
we can get, put responsibility upon them 
so that they can act quickly and effec- 
tively to carry out the program which 
Congress has imposed upon us. 

As to how far we will go in this field, 
we are not prepared to state. It is a very 
serious question as to what extent we 
should go into the production field not- 
withstanding the fact that that duty is 
likewise reposed in us. 

I offer just one or two suggestions in 
conclusion to some of you gentlemen who 
are engaged in business. I have always 
had the firm conviction that when America 
recovers from the depression which she 


is in it will be because of the intelligent 
leadership of the business men of America. 

I understand that wool is in a fine fi- 
nancial position. How can we best serve 
this industry? Is it not possible for some 
of you people who are engaged in manu- 
facturing, who know that end of the busi- 
ness, to come to us and get credit, start 
factories running, put in a good supply 
at this time when the product is cheap, 
and let us loan you some money to ac- 
complish this purpose? This appeals to 
us aS a natural way to bring relief, to 
avoid freezing additional surpluses. 


Better Price for Wheat 


We understand that the wheat problem 
is not such a serious one. I am wondering 
whether some of you men engaged in that 
industry cannot help us to formulate same 
plan by which we can get a better price 
for the wheat that the farmer is produc- 
ing; whether you cannot formulate some- 
thing by which some of these cotton fac- 
tories can be started with the help of the 
Reconstruction Finance Corporation. Our 
offices up there are open to you. All of 
the wisdom of this thing is not reposed 
in the Reconstruction Finance Corpora- 
tion. 

We believe that you 
contribute largely to a 
kind, and we are very 
will We have already, 
of the Reconstruction Finance Corpora- 
tion, done considerable in the cattle and 
sheep industry. We started to loan to 
credit corporations. We went out and 
loaned on a basis higher than the market 
value. To some of you sheep men, it might 
be interesting to know that we put a 
maximum price of $8 a head on ewes that 
are shed lambs. This is a safe loan. The 


business men can 
movement of this 
hopeful that you 
through the work 


stock industry pays; the money comes 
back. I do not know of a better time to 
get into that industry that right now. It 
is far better to loan on a cow and a ewe 
now than it is when cows get up to $60 
a head and ewes to $15. We are going to 
set decent values on livestock. 

We are going to attack the problem with 
courage, but there is one thing that you 
snould likewise keep in mind, and we 
solicit your help in this connection. We 
would lixe the banks to go out and make 
as many of these loans as they can make. 
And for that reason, the interesting ques- 
tion comes in here as to what rate of 
interest we should charge, whether or not 
that rate of interest should be low or 
whether it should be comparable with the 
banking rate of interest. Already banks 
are advertising for feeder loans. Loan 
companies are active in the field. 


Suggestions Are Invited 


We should dislike very much to become 
too competitive with banks, with loan 
companies, and with existing credit facili- 
ties in this industry. And.in this connee- 
tion we likewise solicit your help and 
your advice in formulating our policies 
regarding these important matters. 

As has been stated, we have already 
announced locations and branches in con- 
nection with the work which we are going 
to undertake. We want to bring this thing 
just as closely home to you as we can 
get it, and our keen and earnest desire 
is to do a good job in connection with 
the responsibility which we have to do the 
work, and get out of the field without 
destroying every other agency existing in 
America to help accomplish this worthy 
end. 


Statement of Charles A. Miller, President, Reconstruction Finance Corporation 


CHAIRMAN ROBINSON: The last sub- 
ject for discussion will be the organization 
of committees in the several districts to 
assist house owners in maturing mort- 
gages. along the lines described by Mr. 
Miller. President Miller of the Recon- 
struction Finance @orporation. 

PRESIDENT MILLER: Early in my 
experience in New York at the agency, I 
received a letter that impressed me very 
much. It was written by a man who de- 
scribed himself as an elevator operator. 
He said that all his life he had worked 
as an elevator operator; he never had a 
high-priced job, but he had saved every 
cent he and his wife could save. When 
they got all that they could put in the 
savings bank they looked around and 
found a two-family house for sale for 
$7,500. He was able to pay $5,000 down, 
had a $2,500 mortgage left, and he thought 
he was provided for for the rest of his 
life. because he would live down stairs 
and the tenant up stairs would pay about 
enough to take care of the interest on his 
Joan and his taxes, and he and his wife 
were comfortable. 

“Now,” he said, “that mortgage is due. 
It’s been called by the company that’s 
got the mortgage. They've asked me to 
pay. and I have walked myself lame all 
the time that I could get off from that 
elevator to find anybody in the City of 
New York who would loan me $2,500 on 
this $7,500 house, and my tenant is out 
of work and I’m having to keep him in 
there without charging him any rent. 

I was considerably moved by that letter. 
He said in conclusion, by the way, “I feel 
that I've made a great mistake. If I 
hadn't been thrifty, if I had blown in all 
tre money that I earned as fast as it came, 
I would at least have had a good time 
during my life, and now I haven't even 
the advantage of being a pauper, because 
I can’t get ary relief from public agencies 
because l'm a householder.” 


Letter Preseris a Problem 


It seemed to me that that required at- 
tention. It was only one of several hun- 
dred letters of similar-purport that came 
to me. It was evident on every side that 
we were having the same sort of a panic 
in real estate and in mortgage loans that 
we had been having in banking circles 
The public was running on mortgages and 
demanding its money because it was 
afraid, without rhyme or reason, and the 
money had to be found, and when it was 
not found foreclosure took place. 

The situation seemed to necessitate im- 
mediate and very thoughtful study of the 
subiect. We got together all the leaders 
in the mortgage business in New York, 


Conference Adopts Resolution 


CHAIRMAN ROBINSON: Gentlemen, 
that is the last of the subjects contained 
in the resolution which I read to you. 
I can read the resolution again if any- 
body desires it; if not, the motion to adopt 
the resolution which commits the con- 
ference to the continuing committee is in 
order. 


all the bankers and large investors and 
the trustees and others, and had a number 
of interviews to find a way out. 

It was apparent to us that certain fixed 
principles had to be borne in mind. One 
is that something must be done to cause 
the owners of mortgages to renew, or at 
least to allow the mortgage to run along 
undisturbed during this period of panic, 
provided the owner kept the property in 
good condition and paid his interest and 
taxes. “That was our first objective. 

The second objective was to persuade 
the holders of mortgages, even when per- 
haps there was a delay in the payment of 
taxes, not to threaten foreclosures unless 
they intended to carry them out. Large 
holders of mortgages to whom I appealed 
said to me again and again, “Oh, we 
threaten them with foreclosures because 
we want them to pay, but we haven't 
any notion of foreclosing.” Well, that 
added to the fright. I had great numbers, 
sometimes 50 or 60 people a day, enter 
our offices and tell us with shaking voices 
how frightened they were as to the situa- 
tion which confronted them and their 
families and their homes, and they told 
me that they went to savings banks but 
they could never get by the man at the 
door. The door man met them and asked 
what they wanted, and when they said 
they wanted to see the mortgage man he 
would say, “Oh, we have no money for 
mortgages,” and never let them in. 


Wrong Impression of Bank 


Somebody confided to me that in one 
case that had happened the wife of the 
man, on being told the story, got the im- 
pression that if the bank. didn't have any 
money for mortgages it didn’t have enougi 
to pay her account, so she went down 
and drew it. and told some other people 
in the neighborhood that the bank didn’t 
have any money, and they had a first- 
class run on the bank. I suggested to 
that very bank later—I found out what 
bank it was—that it use the Reconstruc- 
tion Finance Corporation just as a bank 
of discount uses the Federal Reserve 
Bank; that it make use of our agency to 
get the money to meet this credit short- 
age at this time and pass our money on to 
the unfortunate owner of real estate by 
making mortgage loans. That bank was 
very receptive and actually made a loan 
for that purpose. 

I would call attention particularly to 
the fact that since the newspapers pub- 
lished the names of the people we have 
been doing business with, a_ certain 
amount of bashfulmess seems to have 
taken possession of the banking world in 
regard to doing business with us. That 


DELEGATE: I move we adopt the res- 
olution. 
DELEGATE: I second it. 


CHAIRMAN ROBINSON: It is moved 
and seconded. Is there any discussion? 
If not, those in favor will please say “aye.” 
(The motion carried unanimously.) 

CHAIRMAN ROBINSON: Gentlemen, 





is not altogether new. When 1 had the 
agency in New York there was a real 
estate man who never would come to see 
me, even on his own business, until after 
dark, for fear someone would see him 
coming into our office and imagine that 
he was coming there for a loan. As a 
matter of fact he was not coming for a 
loan. He came to advise me about the 
reai estate situation or to answer my ques- 
tions or do other business, but he wouldn't 
come in the daytime because he was 
ashamed to associate with us. 


Banks Feared to Seek Loans 


Very much the same feeling existed 
among the country banks at the time the 
Federal Reserve System was first set up 
I went around with people representing 
the New York Federal Reserve Bank, to 
try and sell their proposition to country 
bankers, and they were all terribly afraid 
that someone would find out they were 
borrowing from the Federal Reserve. As 
a matter of fact, they borrowed very little 
from the Federal Réserve until the war 
made it necessary—and then, because 
everyone was doing it, it became popular 

I personally would like to see the Re- 
construction Finance Corporation so pop- 
ular with the banking world that no one 
would feel ashamed of having his name 
published in the paper as doing business 
with it. 

I have urged again and again on our 
borrowers that they take advantage of our 
opportunities to get the liquid funds to 
meet the requirements of the real estate 
situation where those funds will do the 
most good. We set up a committee with 
Mr. Louis Gawtry. the head of the oldest 
savings bank in New York, as chairman 
and most of the leading real estate men 
as members, a committee of 11. The idea 
estate situation, very much as Judge 
wandis has been charged with the whole 
baseball situation. They assisted in set- 
tiag up regional committees, doing busi- 
ness on Long Island, in Brooklyn, and in 
various other places, where the big com- 
mittee functioned only to the farmer and 
on the large properties in New York. We 
found in our agency that we were able 
to give relief to about 40 per cent of the 
people that came to us for help in mort- 
gage matters. 

Ii you take interest enough in them 
if you feel it keenly enough, if you even 
get a little emotional about it, you can 
do a lot to help somebody; we felt that 
way about it, and I think we did quite a 
lot to help people. Mr. Gawtry’s com- 
mittee has been doing much more. 


Philadelphia has been doing even 


greater work than we have. In regard to 
their real estate committee, a pamphlet 
has been issued by the Department of 
Commerce( and is available to you) which 
showed that they had 3,500 applications 
at the time that book was published, and 
they managed to take care of about 50 
per cent, I think, of the cases. They 
found other people that would take the 
loans or they persuaded the people that 
had the loans to postpone foreclosure, or 
they arranged different terms of amortiza- 
tion. 

I cannot tell you how you do that sort 
of thing. I could talk much longer than 
you'd be willing to have me, by giving 
you concrete illustrations of cases that 
I remember, and particularly pathetic 
cases that we worked on and had a great 
deal of success with, but the point that 
I want to make is that in every one of 
your 12 committees here you should set 
up, if there has not already been set up, 
a committee to have charge of the real 
estate situation, because one feature of 
this panic is different from any other. 
Our communication has become so per- 
fect that it is not possible to have real 
estate panic in New York and not have 
one in Chicago and Kansas City and San 
Francisco. Heretofore we have had spotty 
real estate panics; this time it is uni- 
versal in the country, and you need the 
same sort of machinery or an improved 
kind of machinery to that that we set up 
in the New York district. 


Need to Be Emotional 


I am sure that if you will pick out a 
man that knows most about the real es- 
tate and mortgage situation, and espe- 
cially one who is capable of being a little 
bit emotional about the hardship of the 
people that are suffering the torments 
of the damned, you will get somewhere in 


straightening out this situation. You may 
think I’m getting emotional when I speak 
of the torments of the damned, but gen- 
tleren, I believe that there is no such 
frightful experience as that of the man 
who has been building up a home for 
himself and his family, putting his money 
into it, his savings, bringing his children 
up there, who has to go back and tell his 
wife that the mortgage has been called, 
thai he has tramped the streets, and 
they've got to move out. Now, gentlemen, 
I beg you to remember those people when 
you go back to your districts, and organize 
committees where at least they can appear 
and feel that someone is trving to take 
care of them. 


Creating a Central Committee 


‘we have had during the last few days, or 
coming in, rather, for the last. two or three 
weeks, many suggested plans, some of 
which might be helpful in working on the 
problems which we all have in this con- 
nection, and some of them appear to be 
of great merit. Undoubtedly there are 
many other plans to be offered us. Some 


will be sent in by mail and some could 
be given by word of mouth. It was the 
thought of the Central Committee, which 
you have now finally created, that it would 
be well if those who have definite plans 
or aGefinite ideas which they think will 
be beneficial in this situation, would pre- 
sent them to the Central Committee. It, 
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through its Executive Committee, would 
as promptly as possible try and determine 
which of these proposed plans were of 
the type that were usable in connection 
with the work of the Business and In- 
dustrial Committees in the several dis- 
tricts. I suppose that we could, if desired, 
have some of those presented this after- 
noon, but as the hour is growing a little 
late and as quite a number of the chair- 
men of tne districts have asked to have 
their particular committees meet - with 
them in rooms that have ‘een assigned 
by the Secretary, it may be that you will 
view the proposal to discuss other subjects 
and further subjects as one that could 
be better handled through the Committee. 
I will ask what is the wish of the con- 
ference. 

DELEGATE: I move we adjourn. 

MR. LONSDALE: Mr. Chairman. 

CHAIRMAN ROBINSON: Mr. Lons- 
dale. 


National Conference of Banking and Industrial Committees 


MR. LONSDALE: Before we adjourn, 
I have something to present to the con- 
ferencé, and with your permission I wisn 
to read it. = 

CHAIRMAN ROBINSON: Will you 
come up on the platform, Mr. Lonsdale. 

MR. LONSDALE: Resolved: That the 
members of this conference, assembled 
from all parts of our country and invited 
to attend without regard for political af- 
filiation, desire to record their deep ap- 
preciation of the invitation of the Presi- 
dent, and to express their gratitude to the 
President for the opportunity to meet to- 
gether and discuss problems vital to busi- 
ness and industry, and to join with the 
numerous other agencies which he has 
instituted to help our national recovery 
from depression. The splendid and in- 
spiring addresses delivered by the Presi- 
dent and other speakers of this morn- 
ing’s session impressed the members and 





the others of the conference with a deep 
sense of their duty and responsibility to 
cooperate with the President and other 
Government agencies in carrying out the 
preposals and in planning the program 
suggested at this conference. I move the 
adoption of the resolution. 

MR. TEAGLE: Mr. Chairman. 

CHAIRMAN ROBINSON: Mr. Teagle. 

MR. TEAGLE: I wonder if the mover 
of the motion might add to his motion, 
after the statement in regard to considera- 
tion of matters concerning the welfare of 
ousiness and industry, “and of the Amer- 
ican people as well.” 

MR. LONSDALE: 
gestion. 

CHAIRMAN ROBINSON: Moved and 
seconded. Is there any discussion? If 
not, those in favor please say “aye.” (The 
motion was carried.) 


I accept the sug- 


CHAIRMAN ROBINSON: Now gentile- 
men, many of the chairmen asked to have 


meetings of their respective committees 
at 8 o'clock this evening. Some want 
them at 10 o'clock tomorrow morning. 
The rooms will be ready with the secre- 
tary, and I might add that representatives 
of the Government agencies, as was stated 
to you this morning, will be available to 
you for any information that you 4ndi- 
vidually, or collectively as a committee, 
may desire. 

DELEGATE: Mr. Chairman, is there 
any general session tomorrow? 


CHAIRMAN ROBINSON: No general 
session tomorrow. On this adjournment 
the conference will be adjourned, and the 
committees wili, as I suppose, discuss how 
they will attack the problems so far as 
we have developed them. The motion to 
adjourn is in order. Stand adjourned. 
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